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thoroughly and economically 


XAMINE this Credit Interchange 
Report. See how completely it gives 
you the required information about 


the customer. It tells you — 


Where he buys... What he buys... 


How long sold... Date of last sale 


..+ Highest recent credit...What 
he owes now... Past due, ifany... 
Terms of sale... How he pays. 
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There, in tabulated, easily analyzed 
form, is all you need to know about 


the subject’s paying record. And this 
compilation of ledger experiences— 
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Offices in more 
than 50 principal 
cities. 


Credit Interchange Bureaus 
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from all lines of business—in all parts 
of the country—comes to you as the 
result of a single inquiry. 


You save time, labor and money 
when you use Credit Interchange 
Reports... Ask the Bureau serving 
your area for full information (no 
obligation)—or write 


ST. LOUIS 1. MO. 
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_” petroleum industry finds bank 
loans well suited to its requirements. 

Bank credit is flexible, available 

when needed, and can be paid off 

when not needed. 

For these reasons, many oil 
companies have relied upon banks for 
one-third or more of the money which 
they borrow from all sources. 

Chase National Bank, with a separate 
department dealing exclusively with 


the petroleum industry, is a leader in 
making loans to the oil companies. 
No matter where you live, Chase credit 


helps to keep your car rolling. 


CHASE OIL LOAN INDEX 
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Chase finances THE CHASE NATIONAL BANK 


the every-day things 
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Editorial 


Tell lt To Your Congressman 


ILLIONS of patriotic American citizens have their income or rainy-day 
Savings invested in government bonds, insurance policies, or other 
“promises to pay.” In total, this group of investors constitutes more 

than one-half of our population. They made these purchases out of a sense of 
thrift and a desire to build for security. Nor should it be forgotten that dur- 
ing the war, and since, many have continued to invest their money in govern- 
ment securities because they felt it was the patriotic thing to do. They were 
proud of this fact, as they well should be. 


This large, inarticulate mass of the people who have bought bonds out 
of thriftiness and patriotism now see the value of their dollars being gradually 
whittled away. As New Year’s Resolutions are in order, Congress should re- 
solve that this large group of our citizens will not be burdened with confis- 
catory taxation by a continued decline of the purchasing power of the dollar. 


For their own protection these investors should resolve that any move 
that tends to further devalue their savings will not only be challenged between 
elections, but will definitely be remembered at the polls. This group needs 
leadership. It needs aggressive champions who will speak up and tell those 
who determine the country’s fiscal policies that any further inflationary acts 
will be vigorously opposed. 


Such opposition will be to the nation’s good and will contribute to the 
prosperity and stability of the world. 


HENRY i. ile hk 
EXECUTIVE MANAGER 
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John Quincy Adams’ 
eybadi eves 
Built in 1716 


HEN John Adams was courting Abi- 

gail Smith, the young lady’s father at 
first did not look with favor on the match 
and preached a sermon from the text, 
“Mary hath chosen the better part,” in ref- 
erence to his other daughter’s sounder pros- 
pects. Nevertheless, Abigail’s husband be- 
came a distinguished statesman and our 
second President, while Mary’s acquired 
only reflected fame. 

John Adams was born in the family cot- 
tage at the foot of Penn’s Hill in what was 
then Braintree, Massachusetts. After his 
marriage in 1764 he moved into the neigh- 
boring house which he had inherited from 
his father and opened his law office in the 
old kitchen. In this cottage his son, John 
Quincy, was born. 

Though for a time the Adams family lived 


in Boston, the disturbances prior to the Rev- 
olution compelled them to return to their 
Braintree home. Here too, though official 
duties kept the elder John away from home, 


Fireplace with oven in kitchen of John’s and Abigail's cottage 









Where 
Two Presidents 


Were Born 


Abigail and John Quincy were subjected to 






the confusion and terror of wartime. Militia 
men and refugees were often quartered in 
or near the two cottages, wounds 
were washed and dressed and 
the family’s pewter spoons were 
cast into bullets. 

From a rock on Penn’s Hill 
little John Quincy and his 
mother watched the smoke of 
burning Charlestown and lis- 
tened to the distant cannon dur- 
ing the battle of Bunker Hill. So 
vivid was his mem- 
‘ory of that occasion that on its 
eleventh anniversary he could 
not take part ina celebration, re- 
marking “. . . the ground which 
had been the scene of such an 
awful Day should not be made 
a scene of Revels and Feasting.” 

When John Adams went to 
France to represent the Conti- 
nental Congress in 1778, he took 
John Quincy with him. Abi- 
gail could not bear to watch 
them sail, but her husband wrote that 


> 


“Johnny behaved like a man.” A year 
and a half later the boy once more accom- 


panied his father to Europe and after peace 
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The lovely Abiga. 


John Adams’ 
birthplace 
Built about 1681 





was declared Abigail joined them. She and 
her husband never again lived in their 
Braintree home though John Quincy spent 
two summers there after his marriage. Like 
his father, he devoted himself to the service 
of his country and was finally rewarded 
with the Presidency. 

It was from the Penn’s Hill cottage that 
Abigail Adams wrote her famous letters and 
in one of these there is evidence 
that in spite of his enforced 
absence, her husband held his 
home dear, for she said, “This 
little cottage has more heartfelt 
satisfaction for you than the 
most brilliant court can afford.” 

The birthplaces of John Adams 
and his son are now owned by 
members of the Adams family 


il—wi fe of the 
second President, mother of sixth 


and are used as the headquar- 
ters, respectively, of the Quincy Chapter of 
the Daughters of the Revolution and the 
Quincy Historical Society. 

* * * 

The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


* THE HOME « 


Home Office: 59 Maiden Lane, New York 8, N.Y. 
FIRE ° AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 
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Will you 
be there? 


This year the Executives 
School of Credit and Financial 
Management will graduate its 
first class and welcome the 
class of 1951. 

The men who graduate will 
go back to their jobs with a 
wealth of new knowledge and 
confidence which would seem 
difficult to acquire in the short 
space of three two-week 
sessions, 

The members of the class of 
1951, if previous classes are 
anything to judge by, will re- 
turn home with a feeling of 
time well spent and a determi- 
nation to come back the follow- 
ing summer. 


Will you be there? 


If so it will be a great ex- 
perience. If not you will be 
missing a wonderful opportu- 
nity 

to grow in your profession, 

to meet other men and wom- 

en of executive rank, 

to exchange ideas and infor- 

mation, 

to benefit from the experi- 

ence of a faculty of na- 
tional business leaders. 

The 1949 session will again 
be held at the University of 
Wisconsin, from August 21 to 
September 3. 


Will you be there? 


Write today for a catalogue. 


Executives’ School of 
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New York 16, N. Y. 








META 


JANUARY, 1949 


Guiuq 


National Association of Credit Men 


and FINANCIAL 
MeN acl La 


VOLUME 51, NUMBER 1 


COMMA 


CONTENTS 


Tell it to your Congressman (editorial) ........ Henry H. Heimann 2 


Factors affecting trade in 1949 ................ William A. Irwin 
Synchronization of management, sales and credit 
1. The management viewpoint . ..Roscoe Seybold 8 
ll. The credit viewpoint... ..-.......... W. A. Linfield 10 


Credit aspects of foreign trade... ............ Thomas F. Regan 12 


North Dakota takes par clearance problem to the 


people ...... ee MM RL AGCe ALA Wen asa K RN OA 14 
Profits are not toohigh ............... cakes W. A. Paton 15 
Current fashions in inventory pricing ........... William P. Herwood 18 
Contract bonds as credit support .............. A. C. Supplee 20 
Credit men should study management policies ....Carl D. Smith 22 
A new look at the corporate body .............. Harold W. Comfort 34 
Books for busy executives .................... Carl D. Smith 36 
a ke edie ais WS a orale a ena aie itis T5Ps a 2 
le a nati Acai aa Aga Kaw KUEN CE RAGE 39 
Credit Associations affiliated with NACM ......................... 46 


(Cover picture: Scene during the rebuilding of Texas City. 
Photo courtesy of the Monsanto Chemical Company.) 


RICHARD G. TOBIN 


Editor and Manager 


LESLIE E. JONES 


Associate Editor 


Editorial Offices: One Park Avenue, New York 16, N.Y. 


Advertising Representatives 


Eastern Area— 
The Warren T. Mayers Co., 130 East 61st St., New York 21, N. Y. 


Midwestern Area— 
Reinig and Shondell, 22 E. Huron St., Chicago, Ill. 


[4-71 


Published on the 15th of each month by the National Association of Credit Men, 1309 Noble Street, 
Philadelphia 23, Pennsylvania. Entered as second class matter December 22, 1933, at the Post 
Office at Philadelphia, Pa., under the act of March 3, 1879. ere price $3.00 a year, 25¢ 
per copy; Canada, $3.50; all other countries, $4.00 ‘postpaid. Copyright, 1949. National Asso- 
ciation of Credit Men is responsible only for official Association statements and announcements 
printed herein. 








CREDIT AND FINANCIAL MANAGEMENT, January, 1949 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office * 55 WALL STREET + New York 


Condensed Statement of Condition as of December 31, 1948 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 


(In Dollars Only— Cents Omitted ) 


ASSETS 


Cash, Gold and Due from Banks.. 

United States Government Obligations. 
(Direct or Fully Guaranteed) 

Obligations of Other Federal Agencies 

State and Municipal Securities 

Other Securities. . ua we we eek Rea ae oes 

Loans and Diets. ia ie eau a 

Real Estate Loans oud Securities, 

Customers’ Liability for Acceptances. 

Stock in Federal Reserve Bank... 


Ownership of International Banking Corpora- 
tion. 


Bank Sieuiitenn 
Other Assets... 


POE, 4. sé ss 


LIABILITIES 


Deposits. . ie 6k 
Liability on euanannes unt Bills. $34,594,396 
Less: Own ne in Port- 
folio. . (ie aeevanaaeenes See 


Items in Transit wien Branches. 


Reserves for: 
Unearned Discount and Other Unearned 
Income. 


Interest, Taxes, Other Accrued ‘Bupenees, ete. 
Dividend. 


Capital. . 
Surplus. . shes ds 
Undivided Profits. sian alpine 


.$ 77,500,000 
172,500,000 
41,363,989 


Total. . 


$1,532,119,431 
1,656,863 ,022 


20,800,544 
223,270,860 
80,736,635 
1,422,290,652 
2,693,232 
22,194,546 
7,500,000 


7,000,000 
27,686,865 
1,581,831 


$5,004,737,618 
$4,643,112,364 


26,031,807 
12,647,857 


5,925,327 
21,006,274 
4,650,000 


291,363,989 


$5,004,737,618 


Figures of Foreign Branches are as of December 23, 1948. 


$272,043,209 of United States Government Obligations and $643,355 of 
other assets are deposited to secure $199,885,739 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


CREDIT AND FINANCIAL MANAGEMENT, January, 1949 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 


Chairman of the Board, 
Corning Glass Works 


ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 








Economic forecast: mainly fair, turning 


partly cloudy, with possible squalls. 





A REPORT ON THE|F 


by DR. WILLIAM A. IRWIN 


Economist for the American Bankers’ Association 


ditions can be neither explained 

nor understood without refer- 
ence to present day political condi- 
tions both in America and abroad. 
The reason for this is obvious to any 
intelligent observer. Political and 
even military considerations have 
become an important factor in shap- 
ing the economic policies of a large 
number of countries, including our 
own; and this is true because of the 
fact that, whether we like it or not, 
governments all over the world have 
in recent years assumed it to be 
both their function and their duty 
to guide economic activity. 

Russia, of course, is the prime 
example. There, politics and eco- 
nomics are inextricably intertwined 
both in the domestic and in the inter- 
national sphere. To a lesser extent 
this is true also in France, in Italy, 
and in Britain. It is true in nearly 
all the self-governing dominions of 
the British Empire, and it seems to 
be becoming the situation even with 
respect to the United States of 
America. Using the language of the 
19th century writers, we should be 
very close to the truth today if we 
called ours a “political” economy. 

Now, the mere fact that it is a 
political economy in which we are 
living makes the work of the pro- 
fessional economist more difficult 
than it used to be. The time was— 
and not many years ago—when such 
a worker could muster his facts 
about conditions in the various areas 
of economic life, notice the trends, 
and make a reasonably accurate 


Pritinse day economic con- 
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guess as to which way the economy 
was headed, up or down. Of course, 
sometimes he was wrong in his 
guess, but on the whole the opinions 
of informed professional economists 
deserved respect, as the record 
shows. 


t ipeonead the situation is changed. 
And the factor that has changed 
it in an important degree is the 
unpredictable one of political deci- 
sions in the economic field. We do 
know something of the long-range 
plans of the political managers of 
our economy. But about the shorter- 
run decisions and actions we are still 
kept in the dark, and we learn little 
about the operations of bureaus, 
boards, and corporations that have 
great economic influence until these 
operations have been consummated 
and have already affected the econ- 
omy in important ways. Millions of 
bushels of wheat, corn, or potatoes, 
millions of pounds of flaxseed, hun- 
dreds of thousands of bales of cot- 
ton are juggled around into govern- 
ment hands for no other purpose 
than to offset the normal operation 
of the law of supply and demand. 
At times like the present it almost 
seems as if political considerations 
guide these transactions as much 
as, if not more than, economic con- 
siderations. Or, to put it in another 
way, we find ourselves living in the 
midst of an artificial prosperity, in- 
duced partially by political consid- 
erations. 

Added to these, and affecting our 
economy in similar important ways, 


are our international commitments 
and policies. Literally millions of 
tons of coal and steel, millions of 
barrels of oil, millions of bushels 
of cereals, millions of board feet of 
lumber, millions of dollars worth of 
farm machinery, and many other 
commodities of similar huge value 
are moved out of the economy by 
governmental authority at a time 
when we are admittedly unable to 
meet the need for most of them at 
home. The chief considerations in 
these transactions are political, dip- 
lomatic, and military, but not eco- 
nomic in the usual sense at all. 
And, taken all together, they amount 
to a scattering of our patrimony with 
but little regard for the interests of 
future generations of Americans. 

Well, it is a political economy, 
and we are paying heavily for our 
recent involvement in world affairs. 
Perhaps we could have escaped 
some of the results of political con- 
trol of business life by the continua- 
tion or the adoption of different 
policies, but we could scarcely have 
escaped the consequences of our 
new world position, even if we had 
tried to do so, unless we had been 
willing to desert our wartime allies 
and let Europe fall into Communist 
hands by default. So we must ac- 
cept present day economic condi- 
tions as they are, not as we might 
like them to be, and try to make the 
best of them. 


OW are we doing? Well, by all 
the customary statistical meas- 
urements, the picture does not look 
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too bad. You men, as purveyors of 
business credit, know them well. 
The national income is at an all- 
time high. The current rate is 
about $215 billions a year, and it is 
still rising. Industrial production, 
though not at the prodigious peaks 
of wartime, is almost double the pre- 
war level. Indeed, it is at a point 
beyond which present equipment 
and the present labor force cannot 
push it much higher, because we are 
using practically all existing plant, 
practically all available materials, 
and almost all available labor unless 
we turn to the further use of mar- 
ginal labor as we did during the 
war, 

The volume of employment ex- 
ceeds anything we even thought pos- 
sible in time of peace, totaling 
around 60,000,000. It might even 
be said, in the usual economic sense, 
that Americans are overemployed 
now. What will happen in this 
area when we really get going on 
“defense” expenditures is anybody’s 
guess. The volume of construction 
is almost beyond belief, especially 
when measured in terms of dollars. 
It ‘s going at the rate of about $18 
billion a year, and the number of 
housing units erected in 1948 will 
go close to 1,000,000. We have 
never seen anything like it before, 
either in value or in volume. 

Corporate profits are presently at 
an all-time peak when measured in 
dollars, though it is only fair to add 
that when the inflated value of in- 
ventories, and the inflated costs of 
capital replacements are considered, 
those profits are not very seriously 
out of line. It should also be added 
that, for many lines of business, the 
“break-even” point has risen con- 


Dr. Irwin is recognized as one of the leading analysts of our 
business economy in the country. As economist for the Amer- 
ican Bankers’ Association his ideas have been accepted as those 
of an astute business man. We are happy to present here the 
text of Dr. Irwin’s address before the Tri-State Conference at 
Des Moines. His message is important to every financial execu- 
tive at the start of a new year. 
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siderably, and that a comparatively 
small shrinkage in the total volume 
of its business would put many a 
corporation in the red instead of in 
the black. 

Sales are very high, particularly 
among chain stores and department 
stores. But this applies mainly to 
dollar value rather than to volume, 
and is accounted for in large degree 
by the increase in prices. 


Fig tenn are only a few of the in- 
dexes. Others could be added, 
but, generally speaking, they would 
merely substantiate the impression 
of booming conditions. However, 
there are other considerations that 
need notice. 

Wholesale commodity prices, as 
you know, are now only slightly be- 
low the all-time peak. But they do 
not yet fully reflect the recent in- 
creases in railroad freight rates, nor 
can they yet indicate the further 
increase that may come if the rail- 
roads are granted the latest increase 
in rates for which their application 
is pending. Under such circum- 
stances, the question that naturally 
arises is, how much higher can com- 
modity prices go without the danger 
of developing a serious correction? 

The cost of living has passed all 
previous peaks. Inevitably, there- 
fore, we are already facing a demand 
for a fourth round of wage in- 
creases, the effect of which must be 
increased costs of production. If 
this fourth round can be absorbed 
by industry without an increase in 
prices—which is doubtful—then we 
may see the inflationary spiral limp- 
ing, if not halted. But if it cannot 
be absorbed, then we shall be off on 
another binge of inflation. 
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Exports are not as high as they 
were. The effects of this decline 
may be mixed, for the increased 
volume of goods thus left at home 
may decrease inflationary pressures 
here unless that effect is offset by 
government policies of which we 
still have no inkling. Then, no one 
needs to tell a group of professional 
credit men that the volume of con- 
sumer credit is at an all-time high 
level. 

Much has. been made of this fact 
by those who seek still further con- 
trols over our economy. Yet the un- 
deniable fact is that, even at its pres- 
ent level, it represents a much 
smaller proportion of the people’s 
disposable income than it did some 
years ago. It can therefore not yet 
be regarded as a bad or a dangerous 
condition. 

All in all, then, it would seem as 
if there is no immediate cause for 
worry about the business outlook. 
It is only when we look ahead that 
we find some portents that call for 
apprehension. Let us take an honest 
look at them. 


O begin with, there is almost 

world wide fear of the outbreak 
of another war. Such an event 
would be an economic disaster for 
America. It would mean the piling 
of the costs of such a catastrophe 
on top of a debt that is already 
burdensome. It would mean a still 
further drain on natural resources 
that were drained heavily by the 
last war, especially oil, iron ore, and 
other strategic metals. It would di- 
vert to war purposes much of the 
productive effort that is needed so 
badly for the purposes of peace. It 

(Continued on Page 34) 





ment or executive management 

should be to administer the af- 
fairs of its corporation so as to give 
the best accounting of its steward- 
ship, as measured by the income 
available to stockholders. 

The accomplishment of this pur- 
pose encompasses all phases of the 
business. In a company such as the 
one with which I am connected, it 
must include the sale of the product, 
the research engineering, the design 
engineering, the manufacturing, the 
servicing of products after installa- 
tion, and the collection of the cash 
from the customer. Nothing is avail- 
able to stockholders until after these 
functions have been properly admin- 
istered. 

I have often heard it said that 
management’s level of salary de- 
pends upon its ability to recognize 
risks, the possibilities, probabilities 
and hazards in connection with those 
risks, and its ability to reach proper 
compromises, taking all risks and 
hazards into consideration. 

We all know that the interest rate 
charged on a loan by a bank or the 
return made on an investment de- 
pends upon the degree of risk in the 
loan or in the investment. You can 
put your money in a sound savings 
account or in short term govern- 
ment securities for a return of 1%, 
or only slightly higher; or, you can 
invest in high risk adventures with 
a possible return of many times the 
principal, or a loss of the principal. 

The bank in the case of the loan 
and you in the case of the invest- 
ment are in the shoes of manage- 
ment. In the case of the bank, the 
earnings for the year are a measure- 
ment of its stewardship of the funds 
on deposit; and, in the case of you 
and the investment, your final re- 
turns are a measurement of your 
stewardship. 

In Westinghouse, management 
operates through a staff organiza- 
tion, placing responsibility squarely 
upon the appropriate staff officer for 
the conduct of his phase of the busi- 
ness to the best interests of the com- 
pany. Management does not dictate, 
but advises with the operating head 
of the staff as seems desirable and 
has occasional meetings of the staff 
officers so that they may be familiar 
with the operations of other staff 
members and so there is a full corre- 
lation of their activities. 


ic purpose of any top manage- 
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Two articles on the 


Synchronization of 


|. The credit department's function in a 


large corporation 


by ROSCOE SEYBOLD, Vice-President and Controller, 


Westinghouse Electric Corporation, Pittsburgh 


The staff consists of vice presi- 
dents in charge, respectively, of 
manufacturing, sales, engineering, 
law, industrial relations, purchasing, 
accounting, and treasury. There is a 
clean-cut responsibility as between 
these various officers. The rights to 
hire, fire and determine payrolls 
having to do with the employees rest 
with the staff officer charged with a 
particular responsibility. 


T is fundamental in the Westing- 
house organization that there must 
be the ultimate of cooperation be- 
tween staff functions and staff opera- 
tions. For instance, we have a com- 
plete accounting operation housed 
with each of our manufacturing divi- 
sions and with each of the major 
sales districts. The controller is re- 
sponsible for the hiring, firing and 
salaries of the accounting employees 
as well as the establishing of func- 
tional rules and regulations. The 
manager of that accounting activity 
must so handle his work that he is 
accepted by the manufacturing divi- 
sion manager as his right-hand man. 
If this relationship is not a har- 
monious one, the manager of the ac- 
counting activity is promptly moved 
to another location or to another 
position. This community of rela- 


tionship exists to a greater extent 
between the sales department and 
the credit department than between 
any other two organizations. 

The treasury activity is one of 
those headquarters staff positions. 
Mr. Lund, as the executive officer in 
charge of the treasury, having the 
title of vice president and treasurer, 
has functional control as well as the 
hiring, firing and salary responsi- 
bilities for all the personnel having 
to do with credits and collections, in- 
vestments, banking, and related fi- 
nancial activities. 

We, today, are particularly inter- 
ested in the operations of “credit 
and collections” and the sales de- 
partment. These two operations re- 
port to different staff officers and 
their responsibilities in no way con- 
flict, but the ultimate satisfactory 
results can be obtained only with the 
closest of cooperation. 

The sales department’s responsi- 
bility is that of negotiating sales, in- 
cluding the setting of the sales price. 
The credit and collections depart- 
ment’s responsibility is purely that 
of a review of the financial condition 
of the purchaser and the passing of 
credit approval. It is seldom that 
the basis of the sales price has any 
influence on the credit man’s actions. 


CREDIT AND FINANCIAL MANAGEMENT, January, 1949 








amg 


Qa we =F 


— 


mn ne Ae ef fe 2 lel ae e.. Oe 





Management and Credit 


All contracts and orders entered 
by the sales organization must have 
credit approval of some degree be- 
fore the order is entered upon the 
plant for manufacturing or upon the 
warehouse for delivery. This ap- 
proval may be unqualified, or it may 
permit entry of the order with the 
stipulation that further credit ap- 
proval must be given before the 
product is shipped to the customer. 

I am not going into detail as to 
how credit approval is given and 
what the delineation is between the 
authority of the district treasury 
division and headquarters as to 
credit approval. Theoretically, the 
sales department could accept an 
order with management approval 
and without credit approval, but to 
my knowledge there has never been 
a single instance in which the sales 
department has even contemplated 
such a procedure. 


aioe expects the 
different divisions and depart- 
ments of the company functioning 
under the staff officers to take rea- 
sonable risks, knowing that a per- 
centage of these risks will result in 
losses. It knows that the design en- 
gineer could, without taking risks, 
design his product so as to be sure 
it would operate quite satisfactorily. 
But, it also knows that following 
that practice would lead to the de- 
sign of product the cost of which 
would be so high that it could not 
be sold at a profit. The engineer 
must take chances and risks with 
regard to clearances, quality of mate- 
rials, ratio of materials, etc., to the 
point that he has a reasonable as- 
surance of a satisfactory product and 
a product that can be manufactured 
at a cost that will meet the market 
with a fair profit. We can apply 
these same principles to the manu- 
facturing department, the account- 
ing department and, as a matter of 


fact, to all contributing departments. 

Credit problems of the company 
are just as serious as the problems 
of design engineering and problems 
of manufacturing so far as neces- 
sary risks are concerned. The credit 
problems are subject to greater vari- 
ance and conditions beyond the con- 
trol of the company than are prob- 
lems of manufacturing and design— 
such as the problems of inflation or 
deflation, unforeseen financial diffi- 
culties of purchasers, cyclical busi- 
ness conditions, etc. But manage- 
ment places the responsibility for 
credit determinations upon the credit 
department just as confidently as 
they do the problems of manufac- 
turing and engineering on the man- 
agers of those departments. 

Management realizes that the 
credit department could strait-jacket 
their operations to the extent that 
there would be no possibility of 
losses from inability to clear their 
accounts receivable, and realizes at 
the same time that such a procedure 
would be a serious handicap to the 
sale of the product. 

My experience in Westinghouse 
has developed in me a sound and 
wholesome respect for and a knowl- 
edge of the necessity for a sound 
credit policy and a reasonably strict 
administration of that policy. This 
experience dates back as far as 1907 
when one of my duties as a sales 
correspondent was to secure credit 
approval on contracts and orders. 


ESTINGHOUSE credit pol- 

icies have been so well devel- 
oped over the years by the credit 
department that management has no 
need to lay down rules and regula- 
tions limiting the responsibilities of 
that department. It is only in the 
very exceptional case that the credit 
department finds it necessary to go 
to management for advice and di- 
rection. There may be instances rep- 
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resenting relatively large commit- 
ments where the prospective pur- 
chaser, private, municipal or gov- 
ernmental, suggests an arrangement 
of payments through long term notes, 
special bonds, or other forms of se- 
curities. In these cases the credit 
department would probably seek ad- 
vice and guidance from top manage- 
ment of the company. 

Management is of the opinion that 
the credit organization, instead of 
being a hindrance to the securing of 
business, should be the right hand of 
the sales department. I have often 
heard the expression that such and 
such a credit manager is the best 
salesman the company has. 


like to think that the credit man 

should try to place himself in the 
position of never having to say “No” 
to the acceptance of a contract or 
order. If at the start of a negotia- 
tion the prospect’s credit should ap- 
pear to be weak, it is the responsi- 
bility of a good credit man to study 
that prospect’s financial condition 
and situation and work the situation 
out with him in a way that he be- 
comes a good credit risk. 

In working such a situation out 
the credit man should have in mind 
that the commercial banks have a 
definite place in the credit structure 
of industry, and that the purchasing 
public should make use of the bank 
facilities to strengthen their finan- 
cial condition to the extent that they 
are a good credit risk for commer- 
cial operations. 

Management expects the credit 
department to have the ability to 
recognize and measure credit risks 
and hazards to the point of deter- 
mining the possibility or probability 
of losses and, if the credit risks are 
accepted, to keep in constant touch 
with that credit risk until the ap- 
paratus ordered is delivered. 

The measurement of the liability 
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under a risk is not an easy proposi- 
tion. As some one mentioned a few 
days ago—you may be fairly well 
satisfied with a 1 or 2% loss from 
the correction of field trouble on ap- 
paratus, or with .1 of 1% loss on 
accounts receivable; but, if you are 
in the passenger elevator business 
and you should experience a 1 or 
2%, or even .l of 1%, of accidents 
in the operation of the elevator, such 
as falling from the 60th floor in the 
R. C. A. Building, that percentage 
of risk or loss would put you out of 
business. It does not take but two 
or three airplane accidents, out of 
thousands and thousands of flights, 
to seriously disturb the riding public. 


One of the problems that has faced 
management in recent years, during 
World War II and subsequently, has 
been maintaining a cash position suf- 
ficient to supply working capital and 
plant expansion programs. An ef- 
fective credit department, working 
with the sales department, can be of 
great assistance to management in 
solving this problem by arranging 
advance and progress payments. 

While progress payments elimi- 
nate much of the credit risk, the ar- 
rangement of these terms has not 
been for this purpose, but for the 
purpose of improving the cash posi- 
tion. 


We have had an experience that 
is rather interesting, where we placed 
a contract for construction under our 
expansion program with a large con- 
struction company which also is a 
purchaser of large electrical equip- 
ments on other projects. This con- 
struction company would not accept 
the construction order from West- 
inghouse except on the basis of pro- 
gress payments — and, also, would 
not place their orders with Westing- 
house for large electrical equipment 
on the basis of progress payments. 
This is just an example of incon- 
sistency in thinking. 

The Westinghouse Equity Plan 
for arranging the financing of time 
payments on the major household 
appliances is a good example of the 
splendid work of the corporation’s 
credit executives cooperating with a 
large segment of the banking frater- 
nity in making available to our dis- 
tributors and dealers the facilities 
of these banks to finance this paper, 
and thus place the control of this 
consumer credit in the hands of the 
local banks. 
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One of the problems facing the 
management of a manufacturing 
company today is the accumulation 
of funds to care for the replacement 
of the present manufacturing plant 
as it is worn out, with replacements 
costing two or three times as much 
as the original cost of the plant. 

The present tax regulations do not 
permit depreciation rates on plant 
and equipment that would provide 
sufficient funds for this replacement. 
This poses, in my opinion, a situa- 
tion that should be considered by 
credit men; namely, is the prospec- 
tive purchaser properly supplied 
with reserves that would make it 
possible for him to care for his plant 
replacement, or is this a problem 
that may cause him financial diffi- 
culty? 

In conclusion and summarization, 
the sales department in Westing- 


house is charged with the responsi- 
bility of maintaining commercial re- 
lations with customers and sellin; 
the product to those customers. 

The treasury department is 
charged with the responsibility to 
protect the company’s assets to the 
extent that losses from bad debts 
are kept to a minimum consistent 
with the dictates of good judgment. 

Each has full leeway to function 
in its respective field but they must 
work fully in cooperation without 
constant close supervision by man- 
agement to assure that the sales de- 
partment does not make commit- 
ments contrary to the interests of 
the company, and that the credit de- 
partment be not arbitrary but works 
with the sales department and the 
customer to the end that the sales 
can be made aud the company’s as- 
sets protected. 


Il. Sound training, organizing ability, 


flexibility are necessary ingredients of the 


credit mans make-up 


by W. A. LINFIELD, Credit Manager 


Pepsodent Division, Lever Brothers Company, Chicago 


manages and handles all of activ- 
ities, but as the business expands, 
it is necessary for more and more 
persons to take a part in the manage- 


|: a small business, one person 


ment, each specializing in some 
phase of the business but coordi- 
nating their efforts and synchroniz- 
ing their activities under a top execu- 
tive or head of the business. 

Such divisions of responsibility 
have developed over the years into 
certain more or less standard de- 
partments, accounting, purchasing, 
production, research, credit and 
sales. There are numerous other 


departments and sub-divisions of de- 
partments, but for the purposes of 
this discussion, we are assuming that 
all of the various activities in our 
hypothetical business venture are 
being carried on smoothly and eff- 
ciently under their respective depart- 
ment managers. We shall also con- 
sider the three divisions of manage- 
ment, sales and credit only. 
Obviously the viewpoints of the 
sales manager, credit manager and 
top executive differ. Each is spe- 
cializing in his own field and yet it 
is vital to the successful conduct of 
the business that these separate activ- 
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ities be coordinated and synchro- 
nized. You may feel that this is the 
responsibility of the head of the 
business, and so it is, but the head 
of the business cannot accomplish 
this without the whole-hearted sup- 
port and intelligent planning of the 
various department heads. 

It seems to be a common impres- 
sion that a rivalry should exist be- 
tween the sales and credit depart- 
ments based on the premise that the 
credit manager, because of his in- 
terest in the financial side of the 
business, is necessarily a penny- 
pincher who delights in turning down 
orders and sales prospects. An 
equally false premise depicts the 
sales manager as a splendid, jovial 
fellow who is not possessed of any 
business acumen and is interested 
only in making large sales with no 
thought of whether payment will ever 
be made or not. 

In order that the Credit Man- 
ager may efficiently synchronize his 
efforts with those of the sales man- 
ager and the senior management, he 
must first of all look to his own pro- 
cedures, methods and organization, 
and make certain that his own house 
is in order; then, and then only, 
should be look to the sales manager 
and the top executive for the co- 
operation and understanding that he 
desires. 

Let us say then that in order to 
insure the synchronization of these 
three departments, there are two 
principal requirements : 

1. The credit manager must put 

his own house in order. 

2. The credit manager may then 
look to the sales manager and 
top management to do their 
part to coordinate the efforts 
of all the three departments. 

I am, of course, speaking from the 
viewpoint of the credit manager. So 
let us consider for a moment some 
specific things that a credit manager 
should do to promote the closest pos- 
sible coordination between his de- 
partment and that of the sales and 
senior management. 


The Credit Manager should have 
sound training in his profession. 

He should be a good organizer. 

He should be flexible. 

He should be sales-minded. 

He should be top-management 
minded. 

And he should be nationally 
minded. 


HE Pepsodent Division of Lever 

Brothers Company is a reason- 
ably large and fairly well known 
organization and Lever Brothers 
Company itself is even larger and 
better known. Therefore, in dis- 
cussing this subject, I can think of 
no better way to show you how syn- 
chronization can be achieved than 
to draw first hand upon my own 
experience. 

Naturally, we at Pepsodent have 
no illusions that our methods, pro- 
cedures and policies are perfect, but 
I am sure that you will agree that in 
a company as large as ours, which 
has been in business as long as we 
have, undoubtedly our ways of doing 
things are at least reasonably good. 
I wish to present the subject to you 
this way not because of any wish to 
publicize my company nor in any 
way to appear boastful, but rather 
because this is the easiest way for 
me (and the only way I know) 
which will permit me to draw upon 
by own personal experience. 

So, first of all, I have said that 
in order for the credit manager to 
do his part to synchronize the work 
of his department with that of the 
sales department and that of top 
management, he must have sound 
training. 

In our company, anyone who is in 
a responsible position is required to 
have sound training before he would 
even be considered. In my own 
case, for instance, and mine is typical 
of many in our company, I started 
as a clerk in the credit department 
of Lever Brothers Company about 
twenty years ago and for a great 
many years I worked under one of 
the ablest credit managers that I have 
ever known, so that by the time that 
I was appointed credit manager of 
the Pepsodent Division, I had been 
very soundly trained. Whether this 
training would bear fruit or not was 
something that the company gambled 
upon and I hope that they haven’t 
been too disappointed; but for my 
own part, I must say that the many 
years of credit background made it 
comparatively easy for me to take 
over the credit department organi- 
zation in the Pepsodent Division. 
Such a training as this embraced 
not only the techniques but also gave 
me an opportunity to thoroughly 
digest the company policy so that 
in addition to knowing how things 
should be done, I was thoroughly 
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schooled in cooperating with the 
sales department and with all the 
other departments in the business. 

Such training as this obviously 
has been of value not only to me 
personally, but to the company as 
well. How could I otherwise know 
what to expect of sales management 
and top management and how else 
could I know what they should 
expect from me? 


. HAVE said that a credit man 

should be a good organizer. In 
our office this is very important. It 
is Our company policy to train the 
beginners in each department with 
the consideration in mind that they 
are potential future department 
heads so that if, for instance, I 
should organize the work of my 
department so that each member of 
it was doing one special job only, 
there would be no one fully equipped 
to replace me in the event that | 
should be run over by a streetcar 
tomorrow morning. So, therefore, 
in planning my organization, I have 
divided the country into sections 
and assigned one man to each sec- 
tion. Within that section, he per- 
forms all of the various operations 
up to certain limits of authority, thus 
giving him a complete knowledge 
of all of our procedures and methods 
and permitting him to qualify for 
promotion to supervisory or man- 
agerial positions. In addition, I 
learned that it is not sufficient to 
organize the personnel in the credit 
department only, but all procedures 
and methods and policies must be so 
planned that they tie in and coordi- 
nate with the work being done by 
other departments. 

In my own case, for example, we 
in the credit department handle all 
of the accounts receivable and keep 
our own records. We do this by 
using an invoice filing system which 
makes it possible for each one of our 
credit analysts to sit down at a 
desk in which are all the records and 
materials he needs to carry on his 
work. Formerly we had a separate 
accounts receivable department ; but, 
as is usual in such cases, there was 
always confusion between the credit 
department and the accounts receiv- 
able department for naturally both 
departments required access to the 
ledgers constantly. Through the 


(Continued on Page 30) 
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Credit Aspects of 


COA 


FOREIGN TRADE 


ANN 


by THOMAS F. REGAN, Vice-President 


The National Bank of Commerce in New Orleans 


S THIS article has been 
written from the credit 


man’s point of view, and 
for the value and benefit it may be 
to credit men generally, it is as- 
sumed that the credit executive’s 
first interest is in knowing what 
constitutes a sound foreign trade 
credit. 

The essential ingredients of a 
foreign credit are not different from 
those which make up a domestic 
credit, because: 

1. The integrity of the individuals 

should be unquestioned ; 

2. The ability and capacity of the 
management should have been 
demonstrated ; 

. The financial responsibility of 
those who compose the busi- 
ness entity should be compre- 
hended. 

But factors not present in domes- 
tic credits should also be given con- 
sideration, as for example: 

4. The economic, political and 
monetary conditions of those 
foreign nations to which mer- 
chandise is shipped should be 
studied and followed closely; 
and, changes in government ad- 
ministrations should be weighed 
as to their possible effect upon 
outside capital and credit; and, 


5. The customs, practices, and 
commercial reputation of the 
countries and of the concerns 
to which shipments are sent 
should be thoroughly under- 
stood. 

Foreign trade financing, for all 

practical purposes, can be divided 
into two general classifications: 


Foreign Bills of Exchange 
Bank Letters of Credit 


Most foreign shipments, in all 
probability, are financed by banks 
through the discounting of drafts 
drawn by domestic shippers against 
buyers overseas. These drafts are 
accompanied by ocean bills of lading 
with insurance certificates, consular 
invoices, and lists and prices of the 
articles which have been placed on 
board ship. 

There are conditions beyond the 
control of payees—such as exchange 
controls in some countries—which 
do not permit buyers to meet their 
obligations even though they are 
able to do so. 

Such situations emphasize the im- 
portance of properly appraising the 
credit standing of the shipper in the 
first place, because he should be able 
to reimburse the bank whenever the 
buyer abroad is either unable, or is 


not permitted, to pay for the goods 
which have been shipped to him. 
There are several hundred import- 
ing and exporting firms and corpo- 
rations in this country and there are 
many mercantile concerns with ex- 
port departments. Trading with all 
countries of the world, they are re- 
sponsible for a large tonnage of 
cargo passing through this port. 
They are builders of foreign trade. 
Their experience in the years fol- 
lowing World War I, and to a lesser 
degree in the brief period since the 
end of World War II, have pro- 
vided a catalogue of reasons why 
payments for shipments to foreign 
countries are often delayed, and why 
disbursements are not always obtain- 
able, despite the original terms of 
sale and conditions of shipment. 


HERE are other hazards inherent 

in foreign trade which are not al- 
ways readily recognized by the un- 
initiated. For instance, vast dis- 
tances between points often impede 
collection and reduce _ recoveries 
when importers default on their com- 
mitments. Different commercial laws 
sometimes apply, as well as differ- 
ent business customs, and, in many 
cases, the question of jurisdiction, 
that is, which law is to apply, arises. 
Consequently, the necessary ante- 
cedent conditions for successful sell- 
ing abroad are not only to have ac- 
curate information regarding the 
credit standing of the buyers, but, 
also, that the economic, political and 
legalistic phases of local conditions 
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A resume of the opportunities for American business in 


foreign trading, the inherent hazards, the most effective 


safeguards and the responsibilities of credit executives 


in selling to overseas markets. 


be fully recognized, appreciated and 
decided upon before making ship- 
ments. 

Because Cuba exports to us more 
sugar than we ship goods in return, 
its exports to us exceed its imports 
and the balance of trade is in its 
favor. This gives their importers 
ample funds with which to furnish 
prompt remittances for purchases in 
this country. 

However, as conditions through- 
out the world are changing, it is al- 
together possible that Cuba, like 
other countries, might tighten up. 

Venezuela, for instance, is flour- 
ishing at this time, and its merchants 
are prosperous. Order notify bill of 
lading shipments, however, are not 
recognized in Venezuela, Honduras 
and the Dominican Republic, and 
this fact is known to seasoned ship- 
pers to those countries. 

Mexico’s economic situation is not 
so stable as it might be at this time, 
and its fiscal system needs revision. 
Costa Rica, Chile and Argentina— 
for instance—have exchange con- 
trols which delay reimbursement. 

These are some of the reasons for 
export firms and the export depart- 
ments of many large corporations 
sometimes demanding letters of 
credit before shipping their goods 
abroad. Import licenses in advance 
of shipment and exchange licenses 
may also be required in such in- 
stances. In cases of importations, 
export licenses, food and drug in- 
spections, and description of goods 
as specified in the credit are points 
to be remembered, too. 


ETTERS of credit, issued by 
banks which are well-known and 
recognized abroad, partake of the 
nature of negotiable instruments and 
have universal acceptance when ar- 
ranging for the payment of goods to 
be imported. 
Because bankers’ irrevocable let- 
ters of credit carry the guarantee f 


the issuing bank, they provide the 
purest and best form of credit for 
the financing of foreign trade. These 
instruments are, in fact, a promise to 
pay on the part of the buyer’s bank 
in favor of the seller. When the 
seller complies with their terms and 
conditions, the drafts drawn under 
letters of credit become, after accept- 
ance, a direct obligation of the is- 
suing bank in the form of a Banker’s 
Acceptance, to be paid at maturity 
by the accepting bank without hesi- 
tation, reservation or qualification. 

The Federal Reserve Act author- 
izes member banks to accept drafts 
or bills of exchange drawn upon it 
covering : 

a. The importation or exportation 
of goods from abroad—pro- 
vided documentary evidence is 
had by the bank before accept- 
ing ; 

b. The domestic shipment of goods 
—provided shipping docu- 
ments are attached at the time 
of acceptance ; and 

c. The storage in this country or 
abroad of “readily marketable 
staples” — provided warehouse 
receipts, or equivalent papers, 
are pledged when the draft or 
bill of exchange is accepted. 

Such acceptances must have not 
more than six months to run and the 
total amount outstanding 1s not to 
exceed the accepting bank’s capital 
and surplus. 

Although the New Orleans banks 
finance innumerable items of domes- 
tic and foreign trade, nevertheless, 
its most important traffic is in fi- 
nancing coffee credit in connection 
with the importation of coffee from 
Brazil. 

The first step is for the importer 
to sign a letter of engagement in 
which is set forth the terms and con- 
ditions of the purchase. The im- 
porter is then given in return a com- 
mitment in favor of the shipper in 
South America. 


CREDIT AND FINANCIAL MANAGEMENT, January, 1949 


This agreement to pay for the cof- 
fee in accordance with the specifica- 
tions becomes, when properly signed 
by officials of the bank, a letter f 
credit. The importer, at whose re- 
quest the credit has been issued, is 
then given the instrument for prompt 
dispatch to the shipper in Latin 
America. 

When shipping documents, in ac- 
cordance with the terms of the credit, 
are presented to the local bank in 
the Tropics, the coffee exporter is 
thereby enabled to negotiate his 
drafts and to obtain reimbursement 
at once. 

The South American bank then 
sends the draft to the New Orleans 
bank, which accepts it for payment, 
say, in 90 days—provided the docu- 
ments conform to the specifications 
in the letter of credit. 

Banks which are located at ports 
of entry are somewhat better able to 
serve importers and exporters than 
those which are located inland be- 
cause immediately upon arrival the 
draft is accepted and the shipping 
documents are released — thereby 
saving the delays which would other- 
wise ensue. 


NCE the bank accepts the draft, 

it becomes fully responsible and 
the draft becomes known as a Bank- 
er’s Acceptance. Concurrently, the 
shipping documents conveying title 
to the goods are made available to the 
coffee broker, or importer, who then 
is able to sell the coffee and reim- 
burse the accepting bank immedi- 
ately he is paid, if he chooses to 
anticipate; or, at maturity, if he so 
elects; or, upon demand if called 
upon by the accepting bank—in ac- 
cordance with the stipulations of the 
trust receipt. 

The risks attendant upon the de- 
livery of the coffee, against the mere 
trust receipts of the coffee broker or 
importer, are three-fold: 

First—There is the market risk in 

the event of decline in prices— 
because no margin was required 
when the credit was opened. 
Needless to say, conservative 
operators endeavor to keep 
themselves well covered against 
possible market declines by lim- 
iting their long position during 
times of high prices especially. 
Second—There is the danger of 
credit losses being suffered on 
sales to roasters, merchants, or 
(Continued on Page 37) 
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PAR BANKING is 
the BEST BANKING 


OUR PAR CHECKS... 


are worth their face amount 
in money anywhere in the 
United States. 


Don’t ADD “Exchange” 
Don’t PAY “Exchange” 


Peoples & Enderlin State Bank 


A Par Bank 


DIAL 3151 
ENDERLIN'S HOME OWNED BANK 
Member Federal Deposit Insurance Corporation 





Your Money 
Always Works 
At Our Bank! 


By carefully watching your balance we are able to invest 
the part you don't use, in interest bearing Government secur- 
ities, and thus give you credit against the cost of the many 
valuable checking services we make available to you, such as 
the privilege of issuing PAR CHECKS, which are worth their 
full face value anywhere in the United States. Use our Par 
Checks instead of money orders and bank drafts and save 
money. 


ASK FOR AS GOOD AS YOU GIVE 
PAR BANKING IS THE BEST BANKING 


Peoples & Enderlin State Bank 
A Par Bank 


ENDERLIN'S HOME OWNED BANK 
Member Federal Deposit Insurance Corporation 


North Dakota Business Takes The 


PAR CLEARANCE 


Problems Direct to the People 


HE merchants and the par 
banks of North Dakota have hit 
on what they consider will be a 


most effective device in furthering 
their par-clearance cause. 


Local advertisers, retail stores gen- 
erally, use the following phrases in 
their radio copy: “If you pay by 
check, be sure that it is at par. If 
in doubt ask your banker” and “Pay 
by par check.” Local banks on the 
par list are supporting the campaign 
by advertising in the country news- 
papers. The Peoples and Enderlin 
State Bank, at Enderlin, North Da- 
kota, has taken the lead in this move 
with a series of newspaper advertise- 
ments. This bank also is actively 
enlisting the cooperation of other 
country banks. 


The purpose of the campaign is 
obvious. First, the very word “par” 
means little or nothing to the aver- 
age citizen. Perhaps it won’t mean 
much more to them after all the 
advertising has sunk in. But what 
they will realize is that a “par” 
check is another way of saying a 
“good” check. 


Some results of this advertising 
are already apparent. Many listen- 
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ers in North Dakota have gone to 
their bankers with questions. The 
par banker, of course, can take ad- 
vantage of such questions to empha- 
size the fact that a par bank is a 
good bank with which to do busi- 
ness. The non-par banker will be 
put in a defensive position, particu- 
larly when his competing par banker 
is advertising in the local press. 

The advocates of par clearance in 
North Dakota are confident that 
eventually the effect of this cam- 
paign will be felt in the State Legis- 
lature. With country bankers ex- 
tolling the advantages of par clear- 
ance, one of the major weapons in the 
hands of the non-par banks—the 
complaint that the “big city” bank 
and business house is trying to take 
advantage of the “‘little” or “coun- 
try” banker—will lose a lot of its 
effectiveness. Moreover, the Legis- 
lature and its constituents will know 
that most people favor par clearance. 

In its efforts to encourage other 
country banks to use their local 
press to advertise par clearance, the 
Peoples and Enderlin State Bank 
has circularized all the other par 
banks in the state enclosing copies 
of advertisements in their series. 
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Continued Sharp 
Bankruptcy Rise 
Seen by Judges 


The Judicial Conference of the 
United States, which met in Wash- 
ington last September, forecast con- 
tinuing sharp upturns in the bank- 
ruptcy curve. The conference, con- 
sisting of the chief justices of the 
10 U. S. Circuits and the District 
of Columbia, headed by Chief Jus- 
tice Fred M. Vinson, did not release 
its proceedings till December 22. 

To cope with the expected in- 
crease in cases the Conference has 
raised the salaries of some of its 
referees in the more populous dis- 
tricts, and also reshuffled the New 
York bankruptcy setup for increased 
efficiency. 

For the Eastern District of New 
York, the Conference changed the 
territory of the full-time referees 
stationed at Brooklyn, from Queens 
and Richmond counties to the en- 
tire Eastern District of New York. 
It changed the territory of the full- 
time referee at Jamaica, L. I., from 
Queens, Nassau and Suffolk coun- 
ties also to the entire Eastern Dis- 
trict of New York. 

The Conference also renewed its 
recommendation that Section 57j be 
changed so that interest on taxes 
should cease at the time of filing 
a petition, and that the law be 
amended to make publication of 
notice of a first meeting of creditors 
discretionary, as it is for other 
notices. 


Rendlitine a 
Amended Again 


The Board of Governors of the 
Federal Reserve System has adopted 
Amendment 2 to Regulation W. ef- 
fective January 1. 

Amendment 2 releases from the 
scope of the regulation articles 
priced just under $50 in localities 
having sales taxes which make the 
total price paid by the purchaser 
exceed $50. Up to now a $49.75 
article with a 50-cent sales tax came 
under the regulation. 
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Profits are not too high 


N ANY discussion of the level of 
profits and proposals dealing with 
the taxation of profits a necessary 

preliminary step is recognition of 
the nature of corporate profits and 
their general significance in the 
economy. 


Basically, corporate profits are the 
earnings — one might almost say 
“wages”—of the stockholders, the 
persons who provide the risk capital 
which is the lifeblood of private busi- 
ness enterprise. The corporation it- 
self is nothing more than an institu- 
tional arrangement whereby a group 
of investors pool their savings for 
the purpose of carrying on some 
business activity. Capital is one of 
the primary ingredients of business 
operation, one of the indispensable 
factors, and like other factors capital 
commands a price that is a resultant 
of an array of demand and supply 
influences. 


In the case of funds furnished by 
bondholders and other groups of in- 
vestors with a preferred position the 
return to the investor is a contrac- 
tual price, determined in much the 
same manner as prices of commodi- 
ties and personal services. The com- 
mon stockholder, on the other hand, 
occupies the residual or buffer posi- 
tion in the undertaking. He fur- 
nishes the essential layer of risk 
capital. He is not assured of a par- 
ticular level of earnings, or of any 
earnings. He “holds the bag.” The 
amount of his earnings, if any, de- 
pends upon the relation of varying 
revenues and varying costs arising 
from the sum total of transactions 
and conditions making up the opera- 
tion of the business. There is no 
cost-plus contract between the par- 
ticular business and a definite body 


by W. A. PATON 


Professor of Accounting, University of Michigan 


Author of “The Accountant’s Handbook” 


of responsible consumers; instead 
the capital invested is at the mercy 
of a complex of market forces and 
earnings for the stockholders will 
appear only if the array of forces 
brings this about. If the undertak- 
ing is never successful the stock- 
holder will never realize an income, 
and may lose a part or all of his 
investment. If the undertaking is 
highly successful he will make a 
high rate of return on his invest- 
ment. 

In most fields of industry a consid- 
erable range of results with respect 
to profits—the earnings of stock- 
holders—is found. The particular 
concern in most fields of industry, 
moreover, has a fluctuating history 
in this respect. There may be pe- 
riods of very profitable operation, 
periods of low earnings, and periods 
of no earnings and actual losses. As 
has sometimes been said, competi- 
tive private enterprise should be de- 
scribed not as a “profit system,” but 
as a ‘‘profit and loss” institution. 


Now: the important point is that 
while the person who provides 
risk capital—the stockholder in cor- 
porate enterprise—is not assured of 
a particular level of earnings or of 
any earnings in our economy, the 
totality of economic and _ political 
conditions (including the tax struc- 
ture) must offer a prospect of earn- 
ings if this type of investment is to 
be provided. It is in this manner 
that risk capital is priced by the 
market and the earnings of such 
capital become a requirement of con- 
tinuing business activity. Without 
a prospect of earnings — and the 
prospect must not be too dim—it is 
obvious that there is no inducement 
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to the person who is saving money 
to become a common stockholder. 
And since the provision of a sub- 
stantial layer of risk capital is the 
very essence of private corporate en- 
terprise there must be an earning 
prospect—an earning potential—if 
such enterprise is to persist. 

It follows that if interference with 
the competitive forces of the market 
through taxation, control of product 
prices, or other means should be 
carried to the point at which incen- 
tive to provide risk capital disap- 
pears the final result would be the 
abandonment of private corporate 
and the substitution of governmental 
ownership and operation. The only 
alternative to risk capital provided 
directly by the individual savers of 
the country to supply the funds 
needed for business development 
and expansion is government money 
raised by government borrowing or 
taxation. 


The Corporation and 
the Tax Structure 


There’s a second broad considera- 
tion that deserves attention prelimi- 
nary to a discussion of the present 
level of corporate stockholder earn- 
ings. A basic weakness in our pres- 
ent tax structure—as has often been 
pointed out by students of econom- 
ics and public finance—is found in 
the adoption of the concept that the 
business corporation is an entity 
properly subject to income taxation 
in its own right. This is a most un- 
fortunate development, and one that 
has no adequate foundation either 
legally or from the standpoint of 
economic analysis. As mentioned 
above, the corporation is simply an 
institutional arrangement which fa- 
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cilitates the pooling of the resources 
of a more or less considerable num- 
ber of persons to carry on a busi- 
ness undertaking. The corporation 
is a vehicle of administration, cor- 
porate management is the steward of 
the stockholders. And taxation of the 
administrative vehicle—of the stew- 
ard—as if it were a taxable person 
on its own account is a highly un- 
reasonable procedure—a procedure 
that would appear fantastic if we 
hadn’t been doing it for many years. 
The entity on which taxes must 
inevitably fall is the natural person, 
and the only entity that has “ability 
to pay” taxes in any meaningful 
sense is the individual citizen. It is 
particularly important that this point 
be recognized clearly in the field of 
differential income taxation. A mod- 
erate flat tax rate applied to some 
computation of corporate earnings 
may be viewed as a form of franchise 
tax on the corporate institution and 
not be seriously objectionable, but 
differential taxes at high rates on 
corporate earnings as such are un- 
sound in my judgment. Such taxes 
can be justified—if at all—only when 
applied to the earnings of individual 
citizens, either in their hands or in 
the hands of their representatives. 


_ point of view was reflected 
in the early income tax legisla- 
tion. In the statute of October 3, 
1913, the list of deductions provided 
to individuals included “the amount 
received as dividends upon the stock 
or from the net earnings of any 
corporation . . . which is taxable 
upon its net income,” and with re- 
spect to corporations the act states 
“that the normal tax hereinbefore 
imposed upon the individuals like- 
wise shall be levied . . . upon the en- 
tire net income.” Similarly the act 
of 1916 provided for a tax on cor- 
poration net income restricted to the 
rate of the normal tax on personal 
income, and dividends received were 
treated as a “credit” for the purpose 
of the normal tax in the individual 
return. The early statutes, in other 
words, did not set up a tax on a cor- 
poration as an independent entity, 
but instead recognized the corpora- 
tion as a withholding agent for the 
purpose of collecting the normal rate 
of personal tax on the shares of the 
individual stockholders in the total 
corporate earnings. 

As time went on, however, the 
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idea grew politically that the cor- 
poration constituted a choice tax- 
able entity in its own right—an en- 
tity which not only had no vote as 
such but had a bad name among the 
mass of nonstockholder voters and 
hence could safely be pushed around. 
And finally the development has 
proceeded to the point at which the 
corporation is subject to a distinct 
system of heavy income taxes, and 
dividends received by individual 
stockholders from what is left are 
subject to both normal tax and sur- 
tax to the individual without regard 
to the fact that the total stream of 
corporate earnings has already been 
treated as taxable income. This is 
an inequitable arrangement, and it 
also constitutes a major deterrent to 
the supplying of business enterprise 
with the risk capital sorely needed 
for the replacement and expansion 
of plant facilities. 


Present Level of 
Corporate Earnings 


The immediate question is: What 
are the merits of the charges being 
currently made by politicians and 
others to the effect that the earnings 
of American corporations are “ex- 
cessive,” that our corporations are 
indulging in “gouging,” “profiteer- 
ing,” “exploitation,” and that some- 
thing must be done to curb these in- 
satiable institutions if inflation is to 
be checked and the standards of liv- 
ing of the people preserved? 

The first thing to be noted in 
commenting on this matter is the de- 
sire always present in any difficult 
situation — particularly in political 
connections—to divert attention 
from the real causes of our troubles 
to some imaginary culprit who can 
be safely scolded. Organized busi- 
ness enterprise has occupied a whip- 
ping post position in this country for 
some time. By a process of personi- 
fying business activity, using such 
expressions as capitalism, Wall 


‘Street, etc., as epithets, and forget- 


ting that the people who provide 
business with capital and who super- 
vise business operation are ordinary 
folks like the rest of us, a sort of 
mysticism is developed that tends to 
obscure the real issues. I hope that 
the members of our national legisla- 
ture, in pursuing their inquiries, will 
discount heavily all such loose talk 
and abuse. 


Next, I would like to call atten- 
tion to the fact that it should be ex- 
pected that the total stream of cor- 
porate dollar earnings for the coun- 
try would increase with a great in- 
crease in business activity and do!- 
lar volume of sales. Indeed, if the 
total reported earnings of all stock- 
holders of the United States were 
to remain constant or decline in a 
period of large production and sales 
such a development would be cause 
for alarm as far as the future of pri- 


vate business enterprise were con- ff 
cerned. We must be on our guard § 


not to form opinions carelessly on 


the basis of aggregate figures repre- ff 


senting earnings of stockholders, 


earnings of factory employees, or of 
any other group. Only as the avail- 


able data are carefully sifted, ana- 
lyzed, and compared is it possible 
to form reasonable conclusions as to 
what is going on with respect to the 


relative positions of the various eco- | 
nomic groups making up the nation. | 

This means, of course, that the | 
pertinent question regarding the cur- 
rent level of reported corporate [| 
profits—earnings of stockholders— } 
is: Are such profits large relative to | 
other factors? Do such profits rep- | 
resent an increasing share of the [| 
national product? Are current de- | 
velopments enhancing the economic § 
position of those who furnish risk | 


capital and pinching other important 
groups? 


” MY judgment a careful study 
of the available data discloses that 
a negative answer to any such ques- 
tion is clearly called for. The fact of 
the matter is that the forgotten man 
of the present era is the common 
stockholder, the chap who provides 
risk capital. His showing is poor 
whether it is expressed in terms of 
his share of reported corporate earn- 
ings or in terms of what he has left 
from any dividends he receives after 
personal income taxes thereon—his 
“take-home pay.” 

No other important group in the 
community has been squeezed as 
much as has the investor, and this 
includes the furnisher of risk cap- 
ital as well as the investor in bonds 
and other dollar contracts. One very 
clear evidence of this squeezing is 
seen in the continuing difficulty of 
raising new money for business ex- 
pansion through the issue of com- 
mon stock—and the existing layer 
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of risk capital in many cases has 
been thinned by the issue of senior 
contractual securities to the point at 
which new common stock money is 
badly needed. 

It is a well-known fact that new 
financing through issue of common 
stocks has only been a trickle for 
years and there has been little or no 
improvement in this situation in 
such supposedly good years as 1947 
and 1948. This is a serious situa- 
tion, and does not suggest that now 
is the time to try to pick a little 
more meat from the stockholder’s 
bones—unless it is deliberately in- 
tended to use this as a means of 
making the position of private risk 
capital completely untenable. 

The unfavorable condition and 
prospect of stock equities is further 
evidenced by the state of the securi- 
ties markets. The shares of many of 
our best companies are selling in 
1948, in terms of 1948 dollars, for 
much less than their prices in 1946, 
in terms of 1946 dollars. If corpo- 
rate earnings are at a phenomenal 
and excessive level by proper tests 
the people who buy and sell equities 
must be extraordinarily stupid. 


Accounting for 
Corporate Earnings 


An important aspect of the pres- 
ent situation is that corporate net 
earnings as currently reported are 
generally overstated to a significant 
degree, particularly from the stand- 
point of the use of such figures for 
the purpose of measuring the rela- 
tive economic positions of those 
furnishing funds and those furnish- 
ing personal services. 

There are no serious complica- 
tions in measuring the earnings of a 
corporate employee, for example, 
who is paid $4,000 in the year 1948. 
He receives $4,000 of the relatively 
cheap 1948 dollars and that’s that. 
In the case of the stockholder, how- 
ever, the situation is much more 
involved. The earnings computed 
for the stockholder are the result of 
deducting from total revenues an 
array of applicable costs and other 
charges, and the final result is sub- 
ject to all the limitations of an ac- 
counting system that endeavors to 
deal systematically with the complex 
questions concerned with recording 
costs as incurred, tracing the course 
of each cost factor through the 


Dr. Paton made this statement before the Sub- 
committee on Profits of the Joint Committee on 
the Economic Report, Senator Ralph E. Flanders, 
Chairman, on Tuesday, December 7, 1948. 


stream of business operation, and 
allocating each type and item of 
cost to periodic revenue in a reason- 
able way. Judgments, analyses, val- 
uations, come into play all along the 
line and the results are no better 
than the quality of the judgments 
exercised. 

It is safe to say that there is no 
statistical problem that the human 
being tackles more difficult than that 
of attempting to chop the stream of 
business activity, represented by the 
affairs of a large corporation, into 
annual segments and to state in 
black and white, in a definite num- 
ber of dollars, what the company 
earned each year. 


SIDE from the technical com- 

plexity of the process, conven- 
tional accounting has certain funda- 
mental limitations. The most serious 
is found in the fact that the whole 
structure is predicated on the as- 
sumption of a stable measuring unit. 
The accountant assumes that the 
dollar he is using in his reckonings 
is the same yesterday, today, and 
forever. Unfortunately this assump- 
tion does not square with the facts. 
It would be grand if the economic 
significance of the monetary unit did 
not fluctuate, but that’s not the case. 
As every citizen knows, the only 
aspect of the dollar that remains un- 
changed from year to year is the 
name, and I sometimes get the no- 
tion that we would all think more 
rationally about our economic affairs 
if we changed the name every year or 
so as the economic content changed. 
Thus, we might call the 1948 unit 
the Zollar, and this would encourage 
clear thinking when we were com- 
paring the present value of money 
with, say, the 1940 dollar. 

The accountant, in other words, 
records cost in terms of the dollars 
shown by the invoices and other un- 
derlying documents at the time the 
cost is incurred. Thereafter he ab- 
sorbs this recorded cost into oper- 
ating charges and ultimately into 
expense or cost of revenue. Occasion- 
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ally he adjusts recorded costs down- 
ward to reflect declining prices, 
before final disposition of the com- 
modities or other cost factors in- 
volved, but as a rule he does not 
make adjustments of recorded data 
to reflect advancing prices. 

This limitation of conventional ac- 
counting is not a serious matter in 
periods of reasonably stable prices, 
but it is serious, in my judgment, in 
a period such as we are now experi- 
encing. 

In the corporate income state- 
ments of 1948, for example, total 
revenues or receipts from customers 
are being shown in 1948 dollars, al- 
though not all in year-end dollars. 
Similarly labor costs and other 
charges for current services, de- 
ducted from revenues in determin- 
ing net earnings, are shown roughly 
in terms of 1948 dollars. But cer- 
tain other costs, notably deprecia- 
tion, are in many cases being de- 
ducted in terms of plant expendi- 
tures made when the construction 
dollar was worth two or three times 
what it is now. The result is over- 
statement of real earnings, in some 
cases significantly. 

It must not be forgotten that al- 
though in many industrial com- 
panies the reported depreciation cost 
figure is not a large fraction of total 
expenses it may be an important 
figure when compared with net in- 
come. Assume, for example, that a 
particular company shows net earn- 
ings for 1948 of $10,000,000 and 
that the depreciation included in ex- 
penses based on recorded plant costs 
is $4,000,000. Assume, further, that 
on the average the plant facilities of 
the company were acquired when the 
price level was only half as high as 
in 1948, In this situation it can be 
urged that the expired plant cost 
shown as a deduction in the income 
statement is only half of what it 
should be in terms of the 1948 prices 
applied to most other cost factors, 
and that the significant depreciation 
figure is therefore $8,000,000. With 

(Continued on Page 28) 
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HERE inventories are an 
income determination fac- 
tor their use is mandatory. 


This is true under accounting pro- 
cedures as well as under the Income 
Tax Law. 

Acceptable methods of valuing in- 
ventories recognized under, (a) ac- 
counting procedures, are: 

1. Cost 

2. Cost or market, whichever is 

lower 

3. Market—(also known as Fifo, 

“first-in, first-out” ) 

4. Base-stock or minimum inven- 

tory method 

5. Retail method 

6. Lifo or “last-in, first-out” 

(b) for income tax purposes, the 
regulations recognize the following : 

1. Cost 

2. Cost or market, whichever is 

lower 

3. Retail method 

4. Lifo 


HE method used is one that is 

most appropriate for the industry. 
There may be other variations of 
these methods. The test applied as 
to which method to be used is the 
one that, 

“(1) It must conform as nearly 

as may be to the best accounting 

practice in the trade or business, 
and 

““(2) it must clearly reflect the in- 

come.’”10 

We are generally more familiar 
with the following types of inventory 
methods of valuation: cost, cost or 
market, whichever is lower. 

The lower of cost or market has 
been generally accepted as the near- 
est in reconciliation to existing eco- 
nomic conditions at the time of the 
close of the fiscal period. It pre- 
sumes that the process of manufac- 
turing, running in a continuous 
form, generally will consume the 
first goods bought. At the time of 
valuation, consideration is given to 
variations from cost ; that is, to value 
each item at the lower of cost or 
market. In that way, a relationship 
is had with prevailing economic or 
commodity prices. 

The retail method of inventory 
has a special application. It applies 
particularly to retailers. Under the 
retail method of inventory, the open- 
ing inventory and purchases are 
marked up to the retail selling price. 





20 Reg. 111, Sec. 29.22 (c)-2; Sec. 22 (c). 
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Current Fashions in 


Inventory Pricing 


by WILLIAM P. HERWOOD 
Partner, Herwood & Herwood, New York 


Due effect is also given to mark- 
downs. By determining the general 
mark-on average, the cost of mer- 
chandise is ascertainable. Under this 
method no regard is given to the 
control of the flow of consumption, 
purchases against sales, as to “first- 
in, first-out” or “‘last-in, first-out.” 
It is a method of arriving at the 
basis for valuation rather than a 
basis of valuation. 

Many authorities contend that 
these methods of inventory valua- 
tion do not meet all the tests neces- 
sary in true income determination. 
They contend that the lower of cost 
or market overstates income. These 
contentions were highlighted by rec- 
ognition of the use of the Lifo meth- 
od of inventory pricing under the 
1938 and 1939 Revenue Acts, which 
is an additional elective method 
under these acts. 


The Lifo method 
— what it is 


An additional concept of inven- 
tory valuation known as the Lifo 
method, meaning the “last-in, first- 
out,” has been now recognized as 
another acceptable accounting pro- 
cedure. 


“The Revenue Act of 1938 af- 
forded to producers and proces- 
sors of certain nonferrous metals 
and to tanners of hides and skins, 
a special method of inventorying 
their goods, popularly known as 
the ‘last-in, first-out’ rule. The 


1939 Act modified and clarified 


the description of this rule, and 
made it applicable . . . to all tax- 
payers who use the method con- 
sistently, regardless of the nature 
of their business, provided their 
election of the method is approved 
by the Commissioner. 

“The method is to inventory all 
goods at cost. (Market value does 
not enter into the computation.) 
The goods on hand at the close of 
the taxable year are treated as be- 
ing: First, those included-in the 
opening inventory of the taxable 
year (in the order of acquisition) 
to the extent thereof, and, second, 
those acquired in the taxable year. 
Those included in the opening in- 
ventory of the first taxable year 
in which the method i§ used for 
tax purposes must be considered 
to have been all acquired at the 
same time; and their cost is to be 
determined by the average cost 
method. When this method is first 
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This is the third of a series of four articles on ““New 
Horizons in Income Statement Reports.” The author 


discusses the various methods of valuing inventory, 
with particular emphasis on the LIFO method. 


adopted, the closing inventory of 
the preceding taxable: year must 
be adjusted to cost if any other 
method was used. For subsequent 
taxable years this same special 
method must be used until the 

Commissioner approves a change, 

or orders a change as the result 

of finding that the taxpayer has 
been using a different method for 
business purposes. 

“The taxpayer may use this 
special method for all his goods, 
or only a certain class of goods if 
he has different kinds of goods; 
but he may include only the goods 
which had been specified in his 
application filed with the Commis- 
sioner. 

“This special method may be 
used only if the taxpayer uses the 
‘last-in, first-out’ rule consistently 
for annual reports to sharehold- 
ers, partners, beneficiaries, or for 
credit purposes. But he is not de- 
prived of its use by reason of the 
fact that in using the ‘last-in, first- 
out,’ rule for such other purposes, 
he used market instead of cost, 
nor because monthly, semi-annual, 
or other interim reports were 
made on a different basis.” 

The Lifo method did not gain 
immediate acceptance and today, as 
yet, has not been adopted univer- 
sally. There are difficulties depend- 
ent upon its introduction and each 
situation must be resolved under its 
own particular circumstances before 
its adoption. 


= Lifo method contemplates a 
relationship of prices, cost and 
sales prices, by permitting the ab- 
sorption of the highest cost against 
the most current sales on the theory 
that sales prices have a closer rela- 
tionship to the most recent purchase 
prices. In other words, this method 


ae nl Federal Tax Reports, 


effects reconcilement of cost and 
sales factors and thus arrives at a 
closer approach to a determination 
of earned income. 

Another consideration for its 
adoption, of course, was tax-wise. It 
contemplated the offset of the last 
purchases at the highest prices as an 
offset against current sales and thus 
permit the absorption of highest 
costs and reduce the gross profit on 
such sales. It represented the appli- 
cation of an economic approach to 
current costs in an inflationary pe- 
riod. The tax method is justified on 
the assumption that, as stated above, 
it is a more related method to cost 
of sales. It is not related to the flow 
of goods in the process of consump- 
tion and manufacturing, and the sale 
thereof, however, as in the “first-in, 
first-out” method. 

The base-stock method, also known 
as the minimum inventory method, 
is recognized as the forerunner of 
the Lifo method. Under the base- 
stock method the minimum quantity 
of goods which a manufacturer or 
dealer must have on hand at all 
times is valued at the same price 
year after year. 


HE use of this method was con- 

tended for, under the Revenue Act 
of 1918, by the Kansas City Struc- 
tural Steel Co., before the old Board 
of Tax Appeals (reported in 11 
B. T. A. 877, promulgated April 30, 
1928) (and on review, Lucas vs. 
Kansas City Structural Steel Co. 
281 U. S. 264).12 This company 
maintained a minimum inventory 
which it priced each year at a figure 
which represented market in 1916. 
The inventory in excess of this mini- 
mum was valued at cost or market 
whichever was lower. Deficiencies 
were determined for the years 1918 





#2 Kansas City Structural Steel Co. vs. Com- 
missioner of Internal Revenue, 11 B.T.A. 877; 
and on review Lucas vs. Kansas City Structural 
Steel Co. 281 U.S. 264. 
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and 1920, which were appealed be- 
fore this Board. 

The quoted portions of the opin- 
ion of the Board, relating to inven- 
tory pricing, follow: 

“The petitioner has not elected 
to price its inventories at cost or 
market, whichever is lower. 

“Material was continually used 
by petitioner from the stock on 
hand to finish out contracts and 
for other emergency use. The 
contract price was computed on a 
basis of the then market price, 
which during the period of stead- 
ily advancing prices produced a 
substantial profit which included 
the increase in value. Petitioner’s 
theory: is that this profit derived 
from the increase in value was re- 
placed in the inventory by repur- 
chasing steel at advanced prices. 
It was profit realized, neverthe- 
less, and it is none the less tax- 
able because it was immediately 
reinvested in inventory. 

“The method used by the peti- 
tioner in valuing its inventory, 
which has been known to account- 
ing as the ‘minimum,’ ‘cushion,’ 
‘base-stock,’ or ‘constant average’ 
method of inventory and is here- 
inafter referred to as the minimum 
inventory method, does not con- 
form to the best accounting prac- 
tice in trade or business. This 
method has not been widely 
adopted and to sanction it in the 
case of the very small minority of 
taxpayers who have used it as 
petitioner has, only for a period 
of a few years, would work an un- 
justifiable discrimination against 
the great majority of manufactur- 
ers and dealers who have not used 
it. 

“The income-tax system is 
based upon an annual accounting 
period. The object of the inven- 
tory is to assign to each account- 
ing period its profits and losses. 
The effect of the minimum inven- 
tory method is to assign all profits 
and losses to the year in which 
this minimum inventory is liq- 
uidated. In fact, however, each 
sale or exchange of the individual 
items of the inventory is a realiza- 
tion of taxable profit or deducti- 
ble loss in the year in which it 
occurs and a method of accounting 
which disregards such realization 

(Continued on Page 32) 
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~ Contract Bonds 


as Credit Support 


teries about contract under- 

writing. We use the same 3 
basic requirements you do, charac- 
ter, capacity and capital. While try- 
ing to speak for the Surety Indus- 
try, as a whole, I sometimes natu- 
rally give some examples about my 
company, knowing it best. 

We always consider very carefully 
the character of any applicant for a 
Contract Bond, the inquiries of our 
agent, bank or banks, the kind of 
work he has done for others, and 
general standing as a contractor. Of 
course where the contractor appears 
at our office, we have a better op- 
portunity to judge him. Years ago, 
when J. Pierpont Morgan, Sr., ap- 
peared before a Senate Investingat- 
ing Committee at Washington, he 
startled them by saying he loaned 
as high as a million dollars to a 
man of good character and standing, 
without collateral. We can hardly 
go that far in our business. In our 
investigations, we soon find out if 
the applicant is telling the truth 
about the circumstances of his cash 
and if items in his statement can be 
relied upon. If he stretches his cash 
or accounts or securities, it is all im- 
portant. If he forgets to list money 
he owes in the shape of personal 
notes or overlooks income taxes due, 
or reserves, it is important. 

As to capacity, has he the neces- 
sary experience to undertake the 
work in question, particularly if it 


| ET us try to remove any mys- 
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by ALBERT C. SUPPLEE, Manager 


is much larger than contracts he has 
performed in the past? Where we 
have been bonding him for $25,000 
or $50,000, and he wants to jump to 
a job of $300,000 or $350,000, it re- 
quires a lot of consideration. If he 
has several contracts on hand, 
should we approve the one in ques- 
tion? Of course we have to con- 
sider carefully if he has the neces- 
sary plant or equipment, particularly 
for road work. If he does not have 
the necessary equipment, how much 
would it take to buy or rent them? 


A® to capital, this is one of the 
most important items to con- 
sider. Has he enough to carry the 
job comfortably ? Sometimes we find 
friends or relatives have loaned him 
the capital and it is not always clear 
whether this is carried as a loan or 
not. We are careful to watch out 
for ““window-dressed” statements. It 
is very surprising how contractors 
with a small capital of $5,000 or less 
will build up large business and 
statements, and in some such cases 
we require the indemnity of the of- 
ficers who control the corporation. 
Very often we can persuade the of- 
ficers to put more capital in the 
business, issuing capital stock for it 
and not carry it as a loan to the 
corporation. 

Coming to the application, itself, 
our bond guarantees performance of 
the contract in accordance with 
plans and specifications. Wherever 
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United States Fidelity and Guaranty Company, Pittsburgh 


possible, we like to obtain a copy 
of the contract to see if there are 
any unfavorable features or guar- 
antees therein. The other day we 
had one where a guarantee on ma- 
chinery was required for five years 
and, at our suggestion, was reduced 
to one year. Of course, for public 
work, we know the terms of the 
contracts from many previous cases 
and it is therefore not necessary to 
see contracts for public work. 

It is always advisable to know 
whether the payments by the owner 
are to be made in cash on a monthly 
or partial payment basis. In a few 
cases the owner may offer to make 
payments in its own stocks or bonds. 
This means that the contractor, to 
realize cash for payment of his bills 
to suppliers and his bank, may have 
to sell the stocks and bonds on the 
market. I recall one case where a 
Pittsburgh contractor accepted part 
of his money in the shape of stocks 
and bonds of the owner. They were 
not salable and, after carrying ‘them 
in his statement for several years, 
had to sacrifice in disposing of the 
securities at the best possible price. 


_ Performance Bond, for pub- 
lic work, speaks for itself. The 
amount of the bond varies, according 
to law or regulations, from 25% to 
50% of the contract price. Some- 
times the performance bonds are re- 
quired in 100% of the contract price. 
The bonds guaranteeing payment 
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Ewing Galloway 


Contract bonds are just as important in pri- 
vate construction work as in public. 


of labor and material bills on public 
work also vary and are required in 
varying amounts. For example, the 
City of Pittsburgh and the Common- 
wealth of Pennsylvania require labor 
and material bonds of 50% of the 
contract price. The School District 
of the City of Pittsburgh and County 
of Allegheny require such bonds in 
the amount of 100% of the contract 
price. The Federal Government usu- 
ally requires labor and material 
bonds of 50% of the contract price 
although in cases of contracts of 
several millions the performance and 
labor and material bonds are each re- 
quired in definite maximum amounts 
like $2,500,000. 

You credit men have a distinct 
protection in all of these bonds. 
They are on file, subject to your in- 
spection. The decided interest in 
such bonds is indicated by inquiries 
we receive by letter and telephone 
from credit men asking for informa- 
tion as to a certain contractor’s credit 
and record. We also receive inquir- 
ies about the standing of other bond- 
ing companies. 

Let us compare credits. You sup- 





ply materials, etc., up to certain 
amounts. Banks advance or agree to 
loan up to some specified amount. 
Our bonds, however, guarantee com- 
pletion of the work and our risk is 
the contract price. Bear in mind, 
we are usually asked to bond the 
lowest bidder, although the other 
bidders have bid higher prices. As a 
rule, we compare the price of our 
contractor’s with that of the two 
lowest bidders. If the difference be- 
tween the first and second bidder is 
over 10%, we investigate very care- 
fully. 


ES, we decline some bonds that 

are offered. Not long ago there 
was an application for a $2,500,000 
job which was offered several com- 
panies but refused. In talking to a 
certain banker about this case, he 
was willing to extend a large line 
of credit by tying up the assignment 
of payments due under the contract. 
We did not agree to this as it inter- 
feres with the assignment of pay- 
ments from the owner to the con- 
tractor in our application. This is 
our main safeguard in the case of a 
possible default. 

There was another case recently, 
a $300,000 contract where a banker 
insisted upon assignment of pay- 
ments under joint control of loan 
he was making to the contractor. 
We declined to participate. 

Recently a contractor was sent to 
our office and applied for bond cov- 
ering a contract for $75,000 on some 
private work. After spending about 
three hours with him, we had to re- 
fuse. It was a larger contract than 
he had ever performed and he did 
not have enough capital, in our 
opinion, to swing the contract. If 
you are curious about the declina- 
tion of some contractors, ask to see 
the declined files of the surety com- 
panies with whom you do business. 

If default occurs on any of our 
bonds, we make an immediate in- 
vestigation where the work is being 
performed. We are interested in 
how much work is done, what re- 
mains to be done, payments by the 
owner to date and the amounts re- 
tained by them and balance in the 
hands of the owner. Of course a 
careful check must be made as to 
all bills that have been paid by the 
contractor to subs and suppliers on 
the job, what bills remain unpaid or 
will be incurred; and it is up to the 
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surety to decide whether to sublet 
work or carry on with the contrac- 
tor. Naturally, our responsibility is 
to finish the work and the owner is 
interested in seeing that it is done 
efficiently and as soon as possible. 

Suppliers file their bills which are 
carefully checked through by the 
contractor and promptly paid by the 
surety. If there is more than one 
job, it is important to ascertain if 
the materials were delivered to cer- 
tain jobs. We are always careful to 
see that the total of all bills incurred 
and owing does not exceed the 
amount of the labor and material 
bond, before we commence paying 
the suppliers. 


Now: as to private work, let us 
consider the enormous amount 
of private work let each year. In- 
dustrial companies are expending 
large sums every year for new 
plants and improvements of various 
kinds. The records show that in 
1947 contracts for public work in 
Western Pennsylvania totaled twen- 
ty-five million, while private con- 
tracts totaled seventy-nine million. 

To give you an idea of the haz- 
ards in the contracting business gen- 
erally, during a twelve-year period, 
from 1934 to 1945, there were 6738 
recorded failures among contractors 
and others in the construction indus- 
try. Total losses were $155 million, 
which produced an average of over 
$1 million per month. These in- 
cluded both public and private con- 
struction. Also, in 1947, it is re- 
ported that the failure of 14 general 
contractors with losses of over $2 
million and 29 subcontractors with 
losses of $565 thousand in the Mid- 
dle Atlantic division. 


In Pittsburgh, last year, in 99 
cases where liens were filed on pri- 
vate work there were losses of $230,- 
000. It is evident there were no 
bonds requested here or liens would 
not have been filed. 


You realize what happens when a 
project is first planned. Drawings 
and specifications are prepared by 
an architect or engineer. Then pre- 
liminary estimates are calculated or 
bids are asked for. The prices are 
so often much higher than the owner 
is ready to pay, that the project is 
abandoned. In many cases, in the 
last three years, it was necessary to 


(Continued on Page 35) 
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Why the Credit Executive Should 


STUDY MANAGEMENT POLICIES 


What can the credit executive de- 
rive from a study of management pol- 
icies and functions that may be of 
assistance to him in his job? 


This is an important question and 
one that should not be dismissed in a 
casual manner. Facing this question 
realistically led the Executive Di- 
rector and the faculty of the School 
of Credit and Financial Management 
to put into the program of that 
school an opportunity for the mem- 
bers of the student group to inves- 
tigate this important area of infor- 
mation. It was assumed that those 
who attended the school would pos- 
sess a healthy dissatisfaction with 
their own mistakes and shortcom- 
ings as executives and that they were 
ready to learn all they could from 
a critical evaluation of their man- 
agerial experiences. 

In evaluating these experiences 
recognition was given at the outset 
to the tendency of management in 
general to be primarily concerned 
“with action on the operating level 
and too little with thinking and plan- 
ning on the policy—forming and 
administrative level. The necessity 
for immediate and quantity results 
tended to reward the executive who 
thinks in terms of devices and ‘make 
shifts’ versus the manager who 
thinks in terms of principles and 
policies.”? It is on this point that 
the school is focusing a critical anal- 
ysis of management problems and 
concerns as they may apply to the 
work of the credit executive. 





1 “Administrator and Executive—Two Differ- 
ent Entities in Management” by Thomas H. 
Nelson, Modern Management, January 1946. 
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by DR. CARL D. SMITH 
Director of Education, NACM 


S AN introduction to this anal- 

ysis the executive group viewed 
management in terms of what it is; 
what its responsibilities are to own- 
ers, customers, employees and the 
public; and what the current view- 
points are regarding management 
held by present-day recognized au- 
thorities. Thinking of a most con- 
structive and stimulating nature re- 
sulted, and opened the way for fur- 
ther explorations into management 
functions. 

Ten major functions of manage- 
ment were discussed in terms that 
enabled the credit executives to make 
application of the general concepts 
to the jobs from which they had 
come. Investigation and research 
was regarded as an essential func- 
tion that enables the executive to 
apply specialized knowledge to the 
work of his present position, and 
to use his basic knowledge of cur- 
rent conditions and trends. 

A second function, policy formu- 
lation, gave consideration to the 
knowledge of company policies, the 
executive’s alertness to the need for 
clear-cut policy statements, and his 
ability to formulate new policies and 
to make proper interpretation to 
others as need arises. 

Work planning was the third 
function analyzed in terms of the 
ability to plan for an efficient and 
smoothly operating department. 

A closely allied fourth function is 
that of perfecting the organization 
structure so that all parts of the 
organization function with minimum 
friction and lost motion. 

The most perfect plan and the 
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ideal organization set-up are doomed 
to failure if the fifth function, that 
of personnel selection and develop- 
ment, is overlooked. The skillful se- 
lection and placement of qualified 
personnel, the proper appraisal of 
their performance, the provision of 
adequate training on the job, and 
the assistance given to improve their 
abilities and performances are im- 
portant personnel and development 
functions that no executive should 
ignore. 

A sixth function embodied the 
basic responsibility for good human 
relations and morale in the organi- 
zation. How does the executive get 
along with others, and how does he 
affect the enthusiasm and morale of 
his associates? 

Executive direction is a seventh 
function, coordination an eighth, and 
control the ninth function. These 
were all considered in terms of the 
ability of the executive to maintain 
work schedules, carry out plans and 
get results. The tenth, and a very 
important management function is 
that of public relations. 


ae in the classroom analysis, 
the fact was recognized that 
management must differ in its ac- 
tivities and in its policies depending 
on whether it operates on the ad- 
ministrative, the executive or the 
supervisory level. The student group 
came from 80 different companies 
and thus represented a broad range 
of administrative, executive and su- 
pervisory. responsibilities so that 
ample opportunity was afforded for 
discussion of management. 














Three successful students admire the Fellow award certificate of tho National Institute of 
Credit held by C. G. McKellar, Southwestern Company, Inc. He and Paul Kerin, Secretary- 
Manager of the Dallas Wholesale Credit Managers’ Association (left), and National Director 
Charles W. Cayten, General Tire & Rubber Company, are the first in Texas to win the award. 
The picture was taken at presentation ceremonies at the Baker Hotel by a staff photographer 
of the Dallas Times Herald. 


Competent management must have 
adequate tools with which to do its 
work. The group agreed that the 
efficient credit executive would prob- 
ably need many or all of the follow- 
ing essential tools: an organization 
manual; a functional chart; an or- 
ganization chart; standard practice 
instructions; periodic appraisals of 
performance; an activity planning 
guide; a statement of functions; and 
budget and report controls. Time 
was taken to consider each of these 
tools and how they might be put to 
most effective use. 

The formulation and interpreta- 
tion of policies was considered from 
two viewpoints, one that of top 
management in relationship to de- 
partmental management, and the 
second that of the credit department 
in relationship to top management 
and to other departments. Such im- 
portant questions as these were dis- 
cussed: how can the executive de- 
cide when a policy is needed? ; what 
are the essential elements of a good 
policy statement?; how does one 
proceed in the formulation of a pol- 
icy?; how should a policy, when 
formulated, be publicized, inter- 
preted and applied? ; and how can a 
policy be kept up to date? In the 


same manner, the problem of build- 
ing the organization structure was 
discussed with emphasis put upon 
the credit department and its or- 
ganic relationship to other organiza- 
tion units, to the clarification of line 
and staff responsibilities and rela- 
tionships, and how to keep the de- 
partment organization flexible and 
up-to-date. 

Management’s growing apprecia- 
tion of its responsibility for good 
human relations and morale was 
clearly evident to anyone who sat 
in the classrooms of the school at 
Madison as an observer and listened 
to the intelligent and straightfor- 
ward discussion on this basic prob- 
lem. The group was concerned with 
the executive’s interest in, and un- 
derstanding of, persons as individ- 
uals and the recognition that they 
may have to be treated differently ; 
of his ability to handle grievances 
and complaints, correct mistakes in 
his administration of personnel, to 
administer discipline, to provide 
counsel on a helpful and constructive 
basis, and to give proper recognition 
for services well performed. 


INTERESTED? 
See page 5, column | 
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OWARD the latter part of the 

two weeks’ session the group en- 
tered into enthusiastic and searching 
analysis of the principles and prob- 
lems underlying executive and su- 
pervisory direction, coordination and 
control. They talked about consulta- 
tive management as compared with 
authoritative and persuasive manage- 
ment. Into the executive’s respon- 
sibility for direction they read the 
functions of seeing that persons 
know what they are to do and that 
they do it effectively, willingly and 
cooperatively. Upon the executive 
in general and the credit executive 
in particular they laid the responsi- 
bility for major operating decisions, 
for coordination of production ef- 
fort within the department; and for 
the maintenance of group thinking, 
feeling and action. At this point 
stress was put upon the need for the 
credit executive being a good sales- 
man of ideas, of inspirited effort, of 
good will, and of the worthwhileness 
of the services rendered by his or- 
ganization as a whole. He should 
also at all times have his hands on 
the controls of his department so 
that he may anticipate problems be- 
fore they hecome problems, appraise 
performance of his staff and of his 
organization as a whole, provide 
remedies where needed and be a 
leader in providing plans for a bet- 
ter and more effective performance 
of his department. 

The last meeting periods of the 
two weeks session were devoted to 
a very frank and open-minded ap- 
praisal of the management perform- 
ance of the credit executive. No 
punches were pulled and no tempers 
were lost. Every man in the group 
had something to contribute, but 
best of all he carried away with him, 
as he packed for his homeward jour- 
ney, a wealth of new ideas, new in- 
formation, a full reservoir of ex- 
changed experiences, and a greatly 
renewed spirit of enthusiasm for the 
job to which he was returning. These 
and many more values were derived 
by the 90 executives who attended 
the school at the University of Wis- 
consin last August as a result of the 
two weeks analysis of management 
policies and functions under the ca- 
pable guidance of Thomas H. Nel- 
son, of the firm of Rogers and Slade, 
Management Consultants, and Pres- 
ident of Executive Training, Inc., 
and other members of the faculty. 
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A, NEW LOOK 





at the Corporate Body 


By HAROLD W. COMFORT 


Executive Vice-President, The Borden Company, New York 


S members of the corporate 
A body, you have—as I have— 

and so has every Amer- 
ican—a definite responsibility to keep 
this corporate body in a healthy 
state. We are living in rather 
tumultuous times. And not least 
amongst the many tumults that are 
being stirred up about us is the old 
adage of “Big Business,” “Soulless 
Corporations,” or any other name 
the enemies of our American free 
enterprise economy choose to apply 
to it. 

We have weathered hundreds of 
these attacks. We shall probably 
weather hundreds more. But the 
propaganda of our enemies is insidi- 
ous. It is, in many cases, extremely 
‘clever, so clever, in fact, that each 
attack wins more converts. We as 
business men know how ridiculous 
many of the charges hurled against 
us are. We know the answers to 
most of them. But perhaps we 
know them too well. And knowing 
them so well, perhaps we forget them 
—forget that others don’t know the 
answers. Sometimes I fear we are 
like certain college professors who 
are such experts in their specialty 
that, in some instances, they are no 
longer good teachers. They know 
their subject too well to have the 
patience to explain it in elementary 
terms to their students. That is why 
I thought it might be well for us to 
take a new look at the corporate 
body today. 


OST of us know the parable 
about the three blind men who 


went to “see” an elephant. The first 
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blind man’s outstretched hands felt 
the elephant’s trunk. “Ah,” said he, 
“an elephant is like a great snake.” 
The second blind man touched and 
put his arms around the elephant’s 
leg. To him the animal was like a 
great tree. The third blind man, 
groping his way, much to his sorrow 
plunged headlong into the elephant’s 
flank. And to him an elephant meant 
a stone wall. 

Just so, there are many people 
who are blind, knowingly or un- 
knowingly, when it comes to seeing 
the corporate body. Some think it a 
hydra-headed monster; some a 
manufacturing machine ; some a gad- 
get to make money for the privileged 
few. 

But, on the contrary, if we look 
at the corporate body with eyes that 
see, we find it a living organism 
composed of people, ideas, money, 
machines and goods. The greatest 
of all these—the most important, 
are people. 

People had and have the ideas that 
give the corporate body birth. 

People furnish the life blood of 
the body—money. 

People supply the food in the form 
of raw materials. 

People form the digestive system, 
in that they convert the raw mate- 
rials into finished goods. 

And above all, people derive the 
benefits that the corporate body 
brings through the fact of its exist- 
ence, 


This is the text of an address delivered 
by Mr. Comfort during the New England 
Credit Conference at Bridgeport, Conn., 
October 28, 1948. 
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And, as in the human. body, ii 
one member is ill, the whole body 
is affected, so does it apply to the 
corporate body. All the members 
must be healthy, all must have their 
share of nutrition. Let’s look at 
this question of corporate nutrition. 


HO gets the most? In 1947, 

out of the national income of 
202 and one-half billion dollars. 
corporate business contributed a 
little more than 107 billion, or ap- 
proximately 53 per cent. Of this 
contribution of 53% or 107 billion 
dollars to national income, em- 
ployees of the corporate body got 
73.1 per cent. 

The second largest amount, 10.4 
per cent, went to Federal and State 
taxes, which of course means nutri- 
tional benefit to the people as a 
whole. 

Nine and six-tenths per cent went 
back into the blood stream of the 
corporate body in the form of re- 
placement, new equipment, build- 
ings, etc. 

Only 5.9 per cent went to the 
men who supplied the original life 
blood of the corporate body—the 
stockholders. 

One per cent went to interest 
charges, which in turn went to the 
people who own bank stock, etc. 

It must be borne in mind that the 
10.4% that went to Federal and 
State taxes is a percentage of the 
53% of national income that was 
contributed by corporate business. 

The facts are that corporate tax 
liability rose from $1.4 billions in 
1929 to the astounding figure of 
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$11.7 billion in 1947. However, de- 
spite the doubling of business serv- 
ices as measured by corporate sales, 
the national profit margin fell from 
6.47 to 4.17. 

To get more specific, take the case 
of my own company. In 1947, out 
of our total receipts, 51% per cent 
went to the men who furnished us 
with raw material, 24 per cent went 
to operating costs and expenses. 
Seventeen per cent went to em- 
ployees. Three per cent went to 
taxes. One and three-quarter per 
cent went for depreciation: which, 
by the way, is grossly inadequate to 
offset extremely high replacement 
costs of brick and mortar and equip- 
ment; 134 per cent went back into 
the business and 134 per cent went 
to our stockholders as dividends. 

And the word stockholders brings 
us back to one of the cries of the 
blind—that a corporation is a 
money-making machine for the 
privileged few. Who are these stock- 
holders who get 5.9 per cent of the 
money taken in by all corporations 
or 134 per cent of the Borden dollar? 


ET’S look at my own corpora- 
L tion, The Borden Company. We 
have 50,000 stockholders. During 
the past four years we have carried 
on a study of new owners of the 
company. And we have learned 
some very signficant facts. 

By far the largest number of our 
new stockholders—37 per cent— 
purchase 10 to 24 shares, and 23 
per cent purchase 25 to 49 shares. 








The percentage of men and women 
is about equal—43 for the former, 
42 for the latter. By far the highest 
percentage of new stockholders list 
themselves as housewives, while next 
in line are retired people. Only seven 
per cent come under the classifica- 
tion of executives, and 5 per cent are 
office workers. Our largest stock- 
holder is a philanthropic organiza- 
tion. Certainly, when you consider 
the number of people who benefit 
from the holdings of such an organi- 
zation, plus the added facts re- 
vealed by our survey, this is an 
example of money-making for the 
many—not for the privileged few. 

But the American corporate body 
as a whole gives other nutrition in 
the form of finished goods for the 
millions: 31 million cars on our 
roads; 3614 million telephones; 
countless home labor-saving devices, 
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refrigerators, gas and electric stoves, 
clothes, shoes and luxury items in 
astronomical amounts; wider, and 
year-round distribution of food; 
wider use of raw materials of all 
sorts, which in turn means more 
money for their suppliers. All of 
which contributes to the highest 
standard of living existent on the 
face of the globe today. 

In the last analysis this Corporate 
Body that the blind choose to call a 
hydra-headed monster, a manufac- 
turing machine, or a money making 
gadget for the privileged few, is 
actually a form of cooperative enter- 
prise. It exists because of and for 
consumers, employees, stockholders, 
suppliers of raw material, the gen- 
eral public and the Government. 
This, then, is our corporate body. 

What is its health? At present 
it is good. The best predictions of 
the economists are that general busi- 
ness for the early part, at least, of 
1949, will continue good; provided, 
of course, there is no war. There are 
soft spots. But to date there have 
been few indications that these have 
had or will have a permanent effect 
on the economy. 

According to the economists the 
present trend is based mainly on the 
pent-up demand for housing and 
automobiles. Until these have been 
satisfied we can look forward to 
reasonably good business. 


UT there are danger spots. Labor 
costs are one of these. If labor 
demands increase, they will increase 
the inflationary spiral. Increased 
wages should be the result of in- 
creased productivity alone, for by 
this means—and by this means only 
—can we restrain inflationary pres- 
sures. 

The second danger spot is the 
high cost of construction and re- 
placement. In the case of our own 
company, by the end of 1947, costs 
of construction were nearly double 
the 1939 level. In 1948 they have 
gone still higher. Motor vehicle 
costs had increased 64 per cent; re- 
frigerating equipment was 62 per 
cent higher; and _ depreciation 
charges were up only 24 per cent. 
Obviously, depreciation charges are 
not adequate to provide enough 
funds to satisfy the continual and 
essential need of keeping industry’s 
property and equipment up to date 
at present price levels. 
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In this respect, therefore, cor- 
porate profits are actually overstated, 
since if depreciation were figured on 


today’s replacement costs, the 
charges would be higher, and earn- 
ings, of course, would be corre- 
spondingly lower. 

We have heard considerable about 
the high profits of industry during 
this inflationary period. Such is 
not the case because the rate of profit 
per dollar of value has actually de- 
clined. Then again high profits will 
be the means by which factories will 
be built, and new products developed 
through research, and the consequen- 
tial result will be a period of con- 
tinued full employment and pros- 


perity. 


HE third danger spot is the con- 

stant attack being waged against 
our economic system. Just recently, 
Henning Prentis, President of Arm- 
strong Cork Company and one of 
our Company’s Directors, made a 
statement before the Economic Club 
of New York which I believe is quite 
pertinent. 

He stated that we must face the 
grim fact that the task of reviving 
the faith of the American people in 
our unique system of Government 
and economics and personal freedom 
is going to be vastly more difficult 
with every year that slips by without 
effective action. Today, about 44 per 
cent of our population, or roughly 
63 million people, have had no adult 
experience, that is to say, experience 
after the age of 21, with a really free 
market for homes, motor cars, radios 
and other consumer articles, 48 per 
cent or 69 million have had no adult 
experience with a peace time econ- 
omy. Fifty-eight per cent or 83 
million have had no adult experience 
with other than our New Deal ad- 
ministration in Washington. Sixty- 
three per cent or 90 million people 
have had no adult experience with 
the 1929 crisis. Seventy-eight per 
cent or 112 million have had no adult 
experience with the events following 
the First World War. This is quite 
significant and indicates, more than 
ever before, the need for broader 
education in the field of domestic 
economy. 

It is up to us to protect our cor- 
porate body’s health. How can we 
do it? 

First, by high productive effort. 
The best way to halt inflationary 
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trends is to increase the supply of 
goods and services until it can meet 
the demands of our enlarged popula- 
tion with its increased buying power. 
To do this, we must increase our 
production facilities and improve our 
technical efficiency. 

Production per man hour in mos‘ 
industries has advanced less between 
1939-48 than it did on the average 
in 40 years previous to 1939. In 
a recent statistical survey by the 
National Association of Manufac- 
turers it was shown that productivity 
per man hour has increased less than 
10 per cent since 1939 while wage 
rates are more than double. In a 
group of industries studied, the wage 
cost per unit produced in February 
1948 was 88 per cent above that of 
1939, 

This lag in productivity cannot be 
laid entirely at labor’s door. Part 
of it is due to lack of modernized 
tools, or shortage of critical mate- 
rials. Industry, however, is fast 
providing the tools. A recent survey 
showed that by the end of 1947 
manufacturing companies had spent 
more than 16 billion dollars and had 
completed 64 per cent of their post 
war expansion. By the time this 
program is completed the productive 
capacity of American manufacturing 
industries will be 52 per cent greater 
than it was in 1939, 


F industry can continue to provide 

more efficient tools and labor does 
its part — if the working men give 
a full dollar’s worth of work for a 
dollar’s worth of pay — our pro- 
ductivity can be increased to a 
point where we can meet demand. 
And we will be able to halt the in- 
flationary spiral. 

Secondly, by meeting our at- 
tackers and decriers face to face, by 
telling the people the truth about our 
corporate structure. We have 
nothing to be ashamed of. Let’s take 
the public into our confidence. 

We have made great strides in this 
phase of corporate health in the last 
few years. The annual reports to 
stockholders of most corporations 
are excellent examples of this. Some 
need improvement, perhaps. Some 
need to be couched in terms that 
the man in the street can under- 
stand. 

But let’s go further with this work. 


(Continued on Page 35) 
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Edison Produces 
New Transcriber 
on Dise System 


A new dictating instrument, the 
Disc Edison Voicewriter, combining 
maximum convenience with Edison’s 
exclusive ‘“‘Ear-Tuned Jewel-Ac- 
tion” or diction control has been an- 
nounced by Thomas A, Edison, Inc., 
West Orange, New Jersey. Its 
seven-inch vinylite plastic disc re- 
cords 30 minutes of dictation and is 
light enough to mail for 3 cents. 

To put a disc on it is only neces- 
sary to flip open the cover, slip in 
the disc and close the cover. The 
operation can be done easily with 
one hand since the record is auto- 
matically positioned. 

“Ear-Tuned Jewel-Action” or dic- 
tion control is accomplished by a 
special electronic. circuit that makes 
the speaker’s voice more understand- 
able. Hard-to-hear sounds like the 
“d” in “clocked” or the “z” and “th” 
in “zither” are brought out more 
distinctly. In a unique demonstra- 
tion the new Voicewriter can split 
the word “lips” so that the last 
sound heard when its stops is “li” 
and the first sound when it starts is 
“ps.” The importance of this is ap- 
parent when one recalls the effect of 
starting an ordinary phonograph 
with the needle down on the record. 

To protect the dictator against 
“dry runs” an all purpose warning 
light blinks if no disc is in the 
Voicewriter, if the cover is not down 
so that the disc is firmly held, or if 
the instrument is not set on dicta- 
tion. An accurate locating pointer 
enables the dictator to find his place 
quickly and makes for exact spacing 
between letters to avoid waste or 
overlapping. 
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‘Read this 


TIMELY 
New 
Book 


N THE YEAR AHEAD, will operating 

cash be your Number One problem? Can 
high costs, high selling prices, and continued 
slowing down of collections limit your volume 
. . - possibly below the break-even point? 


If so, you should read our timely new 
book, just off the press. It explains how you 
can get the funds needed for efficient and 
profitable operation. 


You may discover that under our Com- 
mercial Financing Plan you can get double or 
triple the amount of money available under 
commercial time loans, You will read how 
money is available under a conttnuing ar- 
rangement that frees you from renewals, 


calls and periodic cleanups of loans .. . en- 
ables you to plan ahead intelligently despite 
a tightening money market. 


“HOW TO HAVE AN ADEQUATE 
AND CONTINUING SOURCE OF 
OPERATING CASH” shows you why 
manufacturers and wholesalers are finding 
this plan sound, advantageous and econom- 
ical . . . why they used more than a 
quarter of a billion dollars under our Com- 
mercial Financing Plan last year. 


Write or telephone the nearest Com- 
mercial Credit Corporation office listed 
below for your copy of this timely book. 
There is no obligation. 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 ® Chicago 6 
Los Angeles 14 = San Francisco 6 = Portland 5, Ore... and other offices in more than 


300 cities of the United States and Canada. 


COMMERCIAL CREDIT 
CONPANY 
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ya tod 
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Profits Are Not Too High 


such a deduction the net earnings re- 
ported would be reduced from $10,- 
000,000 to $6,000,000, a very sub- 
stantial change. 


ie MY judgment the change in the 
1 value of the dollar has been so 
marked, and return to an earlier 
dollar has become so unlikely, as to 
warrant changes in accounting pro- 
cedure to meet the situation. The 
remedy, as I see it, is systematic re- 
vision of recorded costs to bring 
them into line with present prices in 
all cases in which the recorded data 
are so far out of line as to render 
income statements based thereon in- 
adequate and misleading. Many ac- 
countants would not agree with this 
recommendation, but I believe all 
accountants recognize that present- 
day earning reports are subject to 
serious limitations, and should be 
read with due recognition of their 
shortcomings. 

There has been, as might be ex- 
pected, a great deal of controversy 
in accounting and business circles 
regarding this matter. As I see it the 
really important point involved is 
the definition of cost. 

To me cost is not just a nominal 
term but a measure of economic sac- 
rifice or force incurred. Actual, sig- 
nificant. cost is an economic quan- 
tum, not just a monetary expression. 
If this is a reasonable view it fol- 
lows, for example, that if a building 
was built ten years ago at a cost of 
$1,000,000 in terms of 1938 money, 
and the same building would now 
cost $2,500,000, in terms of 1948 
money, it is no longer reasonable to 
describe the cost of the building as 
$1,000,000 in making a financial 
statement that purports to be set up 
in 1948 dollars, and that the reader 
is expected to interpret in terms of 
1948 dollars. And similarly it is no 
longer reasonable to describe the 
portion of the cost of the building 
deducted from revenues as deprecia- 
tion of 1948 as a fraction of $1,000,- 
000. 

The problem arising in connection 
with inventories is of the same 
character but to my mind is less se- 
rious because of the relatively short 
time the particular batch of mer- 
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chandise or materials remains in the 
business. Of course, where there is 
a sharp and sustained advance in 
material costs, and costs are ab- 
sorbed as charges to revenues on 
the assumption of a first-in, first- 
out flow, it is fairly obvious that a 
portion of the reported net earnings 
period by period will represent funds 
needed to provide the increased 
number of dollars that must be de- 
voted to replenishing the same old 
stock of goods, and will in no sense 
constitute a basis for dividend dis- 
tributions. 


EADERS of 1947 and 1948 cor- 

porate statements have been in 
some cases suggesting that a larger 
share of reported earnings should be 
distributed in dividends. One rea- 
son, of course, for the retention of 
earnings in substantial amounts in 
recent years is the great need for 
funds for replacement and expan- 
sion of facilities, coupled with the 
difficulty of securing new equity 
capital, but it is fair to say that a 
partial explanation of the prevailing 
relation between dividend disburse- 
ments and reported earnings in 
many cases is found in the fact that 
reported earnings are larger than 
they would be if all costs were 
measured in the same kind of dol- 
lars as are represented in receipts 
from customers. 

It is to be hoped that in revising 
the Internal Revenue Code Con- 
gress will give serious attention to 
the possibility of authorizing the use 
of current replacement cost of mate- 
rials used and the replacement cost 
of plant facilities expired, as of the 
end of the taxable year, as deduc- 
tions in lieu of deductions based on 
unadjusted book costs. I under- 
stand that developments along this 
line have occurred in the income 
tax statutes of some foreign coun- 
tries. 


HERE’S another aspect of this 
matter of the limitations of cor- 
porate accounting methods under 
present conditions that seems to me 
to be very important. As I’ve tried 
to indicate, corporate earnings are 


generally overstated nowadays in a 
significant sense because of the 
practice of basing certain expenses 
on recorded dollar costs that are 


out of line with current prices ex- f 
pressed in a new and cheaper mone- f 
tary unit. This is bad enough. But f 
the error becomes magnified when f 


the overstated earnings are applied 


to an understated book value of f 


stockholders’ investment. In many 
cases the dollar book values of cor- 


porate resources, particularly in the 


area of fixed assets, are very much 
less than the total number of dol- 
lars involved stated in terms of 
present-day prices. Accordingly, a 
rate of earnings, an earning power, 
computed in terms of these respec- 
tively overstated and understated 
figures is likely to be grossly im- 
proper and misleading. 

Suppose, for example, that the 
reported earnings of a particular 


company for 1948 amount to $10.- | 
000,000 and the total of resources | 
employed less liabilities as reported | 
in the statement of financial posi- | 


tion is $50,000,000. Relating these 
figures it appears that the corpora- 
tion has an earning rate of 20%, 
a very fine showing indeed. But 
suppose, further, that if all the costs 
deducted in arriving at the earnings 
of $10,000,000 had been converted 
to 1948 prices, so as to nlace them 
on the same basis as revenues re- 
ceived and other costs the resulting 
net would be only $5,000,000. And 
suppose, still further, that if all re- 
corded asset costs stated in terms 
of earlier price levels were convert- 
ed to a current basis, so as to put 
them on the same footing as similar 
assets recently acquired, the total 
of the resources employed less lia- 


bilities would amount to. $100,000,- | 


000. Evidently earnings of $5,000,- 
000 give only a 5% yield on re- 
sources employed of $100,000,000— 
quite a change from the 20% rate 
computed on unadjusted book fig- 
ures. This is an imaginary case 
but I don’t believe it is farfetched. 
Moreover, I am convinced that in 
the case of some of our important 
companies that show an earning 
power of 5-6% on book figures the 
actual return on risk capital cal- 
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culated consistently in terms of 1948 
dollars, both with respect to earn- 
ings data and assets involved, does 
not exceed 3-4%. 


—— another general feature 
of conventional accounting that 
tends to aggravate the showing of 


| earning rates higher than true 


yields. I have in mind the long- 


For generations it has been sec- 
ond nature to the accountant to 
minimize recorded assets. ‘This is 
reflected in various practices and 
procedures. Small items of capital 
expenditures may be included in 
maintenance on the ground of con- 
servatism, and in time the resulting 
understatement of employed re- 
sources may be considerable. The 
treatment of doubtful items is re- 
solved in favor of exclusion from 
recognized assets. Assets may have 
been fully depreciated in the ac- 
counts and still have some economic 
significance. Assets acquired by 
the process of accretion, such as the 
case of timber growth, may not be 
reflected in the accounts. Organiza- 
tion and development costs, and 
costs of raising capital, are often 
charged off although their contri- 
bution to the value of the going con- 
cern has not lapsed. Intangible as- 
sets of various types may have been 
written off as a gesture of conserva- 
tism, Marketing costs incurred 
such as advertising, even when 
clearly applicable to the future, are 
seldom included in acknowledged 
assets. Now, when this general 
and partially unavoidable tendency 
to understatement of corporate re- 
sources is coupled with the limita- 
tions of accounting resulting from 
the marked change in the level of 
prices in recent years, we have a 
situation in which reported earning 
rates are very generally overstated. 

With respect to corporate ac- 
counting the conclusion I wish to 
emphasize is this: Under present 
conditions, and in the light of cer- 
tain serious limitations of conven- 
tional accounting, corporate earn- 
ings as shown in current reports are 
generally overstated from the stand- 
point of effective, disposable income, 
and corporate earning rates com- 
puted by applying reported dollar 
earnings to reported dollar book 
values are generally much higher 
than true yield rates. 














How can employers 
cuard against large 
dishonesty losses? 


Your judgment in picking people for positions of trust may be 
of the very best, but it has to be based mainly on past records of 
character and integrity. It can give you no guarantee against future 
developments which may induce the most trustworthy employee 
to succumb to the combination of temptation and opportunity 
and become an embezzler. 

Fidelity Bonds offer business management the only jpositive means 
for dealing with this employee dishonesty risk. Such protection 
in its most modern and highly perfected form can be provided 
for your organization through Hartford Blanket Fidelity Bonds 
which offer: 


1. Repayment of losses of money, merchandise or other company 
property stolen by employees, whether or not the identity of guilty 
employees is known. 

2. Coverage on a// personnel — executives, sales staff, office workers 
and construction crews, watchmen and maintenance men, etc. 

3. Hartford Blanket Bond rates are at the lowest point in history. 

4. Automatic protection against personnel changes, eliminating the 
danger of uninsured losses. 

5. Reduced record-keeping and handling expense, since it is unnec- 
essary to report personnel changes or make premium adjustments 
during the bond term. 


6. Freedom from personnel troubles — because Hartford Blanket 
Bonds cover a// employees alike, there is no cause for any feeling 
of discrimination. 


These and many other benefits of Hartford Blanket Fidelity Bonds 
are worth your consideration. Your Hartford agent or your own 
insurance broker will gladly furnish full information on request. 


HARTFORD 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 
Hartford 15, Connecticut 


Year in and year out you'll do well with the Hartford 
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Management, Sales and Credit 


(Continued from Page 11) 


adoption of our present plan, this 
confusion has been eliminated. 

All of our procedures and meth- 
ods were estiblished after consulting 
with every other department who 
could possibly be concerned, to make 
sure that these procedures were not 
only acceptable to the credit depart- 
ment but were practical and accepta- 
ble to all others concerned. In our 
credit department, we actually do a 
lot of things that perhaps are not 
usually considered a part of the 
credit department’s work, but in 
organizing the handling of the daily 
flow of work, we have found that 
could be done best in the credit de- 
partment so we have worked very 
carefully with our accounting, traffic, 
sales and all of the other departments 
to establish procedures that are the 
very best for the company as a 
whole whether or not the work in- 
volved may fall into the credit 
classification or some other. 


Te credit man should be flexible. 
To me it is very important that 
when a problem arises, I approach it 
unprejudiced, for although I may 
have limited the customer’s credit 
last week to $500, for example, it 
may be that new factors have de- 
veloped that warrant my reconsidera- 
tion and possibly this week I might 
grant that customer a thousand dol- 
lars or perhaps I would feel that he 
was not worth any credit at all. By 
the same token, even though we 
may have been handling a matter 
one way for a great many years, I 
never shut my eyes to the fact that 
there may be a better way and, ever 
since I have been with Pepsodent, 
I have constantly revised our pro- 
cedures and policies and I expect 
that I shall always continue to do so. 

The credit manager should be 
sales-minded. I have frequently 
been accused of being a member of 
the sales department. I do not 
know whether or not that is bad, but 
from the first day that I went to 
work in the credit department at 
Lever Brothers, in Cambridge, it 
was constantly impressed upon me 
that unless a credit man is sales- 
minded, he could in no way be con- 
sidered satisfactory. 
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I have had an opportunity during 
my years with Lever Brothers to 
travel rather extensively around the 
country, calling on our customers 
and visiting our divisional sales 
offices. This experience has been of 
the greatest value to me for, because 
of it, I can easily imagine that I am 
a salesman myself and, through my 
calls upon our customers, I can 
easily place myself in the salesman’s 
position so that I may fully consider 
his side of any question. I have 
actually worked with the salesmen, I 
have worked with our various sales 
managers and supervisors and I have 
called on accounts with them and 
alone, and I certainly feel that this 
is a part of my education and train- 
ing which could never have been 
duplicated in any college or by stay- 
ing in the office for the next hun- 
dred years; but along with this, I 
have never been permitted to lose 
sight of the fact that the credit man- 
ager’s responsibility is to the finan- 
cial side of the business primarily. No 
matter how clearly I may under- 
stand the salesman’s viewpoint, no 
matter how much consideration I 
may give to sales problems, at the 
same time, the responsibility for 
accounts receivable is mine and not 
the sales manager’s. 

Through these personal contacts 
with the members of our sales or- 
ganization, I have learned to have 
trust and confidence in them and, 
in return, I expect them to trust me. 
I think they do for just this last 
week our entire sales organization 
had a meeting in Chicago and as 
the various salesmen, supervisors 
and divisional managers arrived the 
day before the meeting, many of 
them went out of their way to come 
over and see me. Some of them I 
had known before, some others were 
comparatively new men who wanted 
to meet the credit manager. I was, 
as you can imagine, gratified and 
flattered that they should feel that 
way about it. 


QUESTION has arisen in 

many discussions as to whether 

or not salesmen should be expected 
to make collections. 

Now, obviously, there is no one 

answer to this question because each 


company should decide what is best 
for their particular organization. 
But we do expect our salesmen to co 
everything possible to make the coi- 
lections and we send them copics 
of all the statements and collection 
letters so that they can not only do 
everything within their power to 
make the collection but they will also 
know exactly what we have told 
their customers. Being fully in- 
formed on the status of accounts 
which are in arrears, they are en- 
abled to save time and prevent de- 
lays in merchandise going forward, 
for they all know that if the cus- 
tomer owes an invoice that is past 
due, the money must be collected 
before the new order can be shipped. 
It is, of course, my responsibilwity 
to see that the salesmen understand 
the techniques of handling such col- 
lections and that they are thor- 
oughly sold on the benefits they re- 
ceive through prompt collections. 


Sales-Credit 
Relationship 


Another thing that is very im- [ 
portant is the relationship between |7 
the sales manager and credit man- | 
ager. In our company, the sales man- | 
ager is available whenever he is in 
the office and in his absence there is 
an executive assistant who has full | 
authority to work out any mutual 
problems betwen the credit and sales | 
departments. For example, if I have | 
anything to discuss with the sales 
manager, it isn’t necessary for me 
to talk to our treasurer, who is my 
immediate superior. All that is 
needed is for me to walk over to 
the sales manager’s office and we sit 
down in the best of good feeling to | 
discuss any subject or problems | 
whatever. In a like manner, our | 
sales manager can and does come | 
over to my office any time that he | 
wishes. My relationship with our 
sales department and our sales man- 
ager is one of the finest that can be 
imagined. 

The credit manager should be 
top-management minded. I have 
already mentioned organizing our 
credit department. I have tried to 
arrange all of our procedures and 
methods so that the work could be 
accomplished most efficiently from 
the standpoint of the company as a 
whole, even though sometimes the 
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credit department might be perform- 
ing duties that perhaps are normally 
carried on by some other depart- 








we both wanted and also, of course, 
formed a part of the company policy. 

In like manner, my boss is very 
credit-minded. Sometimes I think he 
knows more about my business than 
He is keenly interested not 
only in my regular duties but also 
in my activities in the Credit Asso- 
We have 
thoroughly discussed all of these 
activities and both of us agree on 
the value that the company receives 


HAVE grown to realize that the 
decisions that our treasurer may 
make on some subjects may not 


oi. ment. Obviously, unless I had top 

es | management views, I probably would 

on have been more selfish in working I do. 

jo | out these procedures. In addition, my 

to immediate superior, our treasurer, 

so | frequently asks me to take over vari- _— ciation and elsewhere. 
iq — ous tasks and projects which may 

ns be only faintly related to the pop- 

oe ular concepts of credit work. Our 

n- | credit policy originated in my own from them. 
e. | department. I prepared it and then 

d, [| took it in to the treasurer and to- 

s- | gether we went over it with the re- 

st sult that the final product was what 
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Newly-edited, this graphic pic- 
ture of the recurring pattern of 
prosperity and depression, inflation 
and deflation, covers our national 
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Address ....... 





always be exactly what I would 
desire, but I have learned that in 
making any decisions he has never 
for a moment lost sight of the credit 
department and that if any deci- 
sions related to policy or procedures 
may not at the moment seem advan- 
tageous to me, such decisions were 
reached only after the most careful 
consideration from my angle as well 
as that of all others concerned. As 
you can see, I have the very great- 
est respect for our treasurer, who 
for the purpose of this discussion [ 
consider top management, and, be- 
cause he has given me complete 
authority without interference of 


| 
| 
American Credit Indemnity Company of New York | 
First National Bank Building, Dept. 47 | 
Baltimore 2, Maryland | 
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“Business Booms and Depressions since 1775. 
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Where Does Business Go From Here? 


Commodities; Stocks and Bonds; 
Cost -of-Living Dollar; Taxes; 
Business Activity, etc. Where are 
we going in 1949? Will business 
volume decline? Will stock prices 
go up or down? Will failures in- 
crease? If it is true history repeats, 
what conclusions can we draw about 
the future from the trends of the 
last 172 years? Mail coupon for 
your 1948 edition of the BOOMS 
AND DEPRESSIONS CHART 
. Now! No obligation. 
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any kind to operate my department 
and to carry on my various activ- 
ities, I know that he has complete 
understanding of my problems and 
confidence in my ability to carry on 
the work of the credit department in 
all its phases. 

The credit manager should be 
nationally-minded. Again I go back 
to my earliest days in the credit 
department at Lever Brothers in 
Cambridge. Mr. Bullen, Lever 
Brothers General Credit Manager, 
has been an outstanding figure in 
national credit circles for more than 
20 years. He has participated 


actively in credit association affairs 
and has held numerous offices in both 
his local Association and the Na- 
tional Association as well. With such 
a background, and because he saw 
to it that I also attended many 
Association affairs, I too have come 
to realize the value of national 
affairs both from a credit and an 
economic standpoint. This knowl- 
edge contributes to the value of my 
work both sales-wise and top man- 
agement-wise. Both the sales man- 
ager and my boss understand this 
and realize the benefits accruing to 
the whole company. 


Inventory Pricing 


(Continued from Page 19) 


does not truly reflect income. 

After the profit is realized it is 

immaterial whether it is immedi- 

ately reinvested in inventory or is 
invested in some other manner. 

It is taxable when realized. 

“The practical result of the use 
of this method of inventory is to 
offset an inventory gain of one 
year against an inventory loss of 
another year rather than to as- 
sign to each year its true gain or 
loss. Its use arises from a desire 
to play safe and provide reserves 
against possible future losses. The 
fact that sections 204, 214 (a), 
and 234 (a) of the Revenue Act 
of 1918 authorize in some cases 
the carrying of a loss realized in 
one year into accounts of another 
year indicates that Congress did 
not intend that the ordinary in- 
ventory provisions should be con- 
strued to authorize such a trans- 
fer.” 

It should be noted that the Lifo 
method conforms in principle to 
these contentions for the taxpayer 
and this same Court, in the Hutzler 
Brothers Co. case (discussed here- 
after), referring to the Kansas City 
Structural Steel Co. case, said: 

“Similar results have been 
sought (referring to the relief 
character of the Lifo method) 
under what is known as the ‘mini- 
mum,’ ‘cushion,’ ‘base-stock,’ or 
‘constant average’ method of in- 
ventories. It has been insisted that 
such a process does violence to the 
principle of annual accounting pe- 


riods, since it has the effect of 
postponing the profit in a high 
price year and absorbing it in a 
subsequent period of low prices. 
For that reason it was held that 
the minimum inventory does not 
clearly reflect income even in a 
base-stock industry such as a steel 
fabricator and builder which kept 
its inventory records in terms of 
tons. (Kansas City Structural 
Steel Co. case) ... It is, however, 
to precisely this type of taxpayer 
that apparently even respondent 
(Commissioner of Internal Rev- 
enue) concedes the Lifo Amend- 
ment embodied in Section 22 (d) 
was directed. No such provision 
was in existence at the time the 
Kansas City Structural Steel Co. 
case was decided, and it must be 
accepted as the present legislative 
opinion that the broad doctrine for 
which that case stands is no long- 
er authoritative.” (Italics are au- 
thor’s.) 


Lifo authorized to 
department stores 


When department stores first at- 
tempted to elect to use the Lifo 
method the Commissioner contended 
its use is not permitted to them 
under Internal Revenue Code, Sec- 
tion 22 (d) because, in the case of 
department stores using the retail 
method, inventories are kept by the 
use of a unit which is the dollar, and 
specific articles in their inventories 


cannot be identified as to cost which 
is an essential prerequisite for the 
application of the “last-in, first-out” 
method. 

Hutzler Brothers Co., for its fiscal 
year ended January 31, 1942, had 
elected to use the Lifo method, on 
application, which the Commissioner 
rejected, and adjusted its inventory 
on the basis of the retail method 
and found deficiencies from which 
they appealed to the Tax Court. 
(os. & 34, ec. 15, 1967)" A 
summary of the findings, which fol- 
lows, best explain the background of 
this important case, the meaning of 
the retail method of inventory, and 
the application of the Lifo method to 
department stores. 

The Hutzler Brothers Co. oper- 
ates a retail department store in 
Baltimore. For its fiscal year ended 
January 31, 1942, this company 
adopted the Lifo method of inven- 
tory valuation as contrasted with the 
retail method of inventory hereto- 
fore employed by them. Form 970, 
an application for adoption of the 
elective method of inventory pro- 
vided under Internal Revenue Code, 
section 22 (d), was filed by them, 
thereby seeking to adopt the “last-in, 
first-out” method of inventorying its 
goods, as provided by Internal Rev- 
enue Code, section 22 (d). 

“In computing the cost of its 
merchandise inventory at the end 
of an accounting year petitioner, 
for at least twenty years prior to 
January 31, 1942, used the retail 
method of inventory, as recog- 
nized under the regulations. 

. the department is consid- 
ered as the unit of accounting for 
goods, and no attempt is made to 
keep records of merchandise, item 
by item. All purchases and sales 
are recorded by departments. 

“The first step taken by peti- 
tioner in its record keeping after 
merchandise has been’ received 
and has been checked against the 
invoice is to mark such merchan- 
dise at the price at which it is to 
be sold at retail. The invoice is 
‘extended’ by recording thereon 
the retail price. Both cost and re- 
tail price are then recorded in the 
permanent department records. As 
merchandise is sold an appropri- 
ate entry is made on the depart- 


18 Hutzler Brothers Company, vs. Commission- 
er-of Internal Revenue (8 T.C. 14). 
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ment records at the retail price to 
reflect the sale. 

“Next, a department mark-on 
is determined. This is done by 
comparing the total purchases at 
cost and at retail, and the amount 
of the increase is then designated 
as mark-on, which is expressed in 
terms of a percentage of the retail 
price. 


“The mark-on percentage is 
used to determine the cost of the 
merchandise remaining in the de- 
partment at the time of the taking 
of the inventory. The inventory 
is taken by recording and totaling 
the retail price of the goods found 
in the department. The cost of 
these goods is determined by re- 
ducing the retail price by the per- 
centage of the mark-on, or, more 
simply, by multiplying the retail 
price by the complement or recip- 
rocal of the mark-on percentage.” 


Excerpts from Opinion 


“Under the retail inventory 
method . . . goods in a single de- 
partment are treated for inven- 
tory purposes as being entirely 
fungible, even though in fact they 


may ... differ considerably as to 
type, quality, and price .. . inven- 
tories are taken, entered and 


maintained not in terms of in- 
dividual items of merchandise but 
only in the form of dollars, which 
are necessarily completely inter- 
changeable . . . the problem of 
pricing the inventory, or more ac- 
curately, of ‘costing’ it, has been 
eliminated, since the dollar figure 
arrived at as the make-up of the 
inventory is also taken at its cost 
without further conversion. 

“Petitioner’s position is founded 
on the proposition that in a 
period of consistently advancing 
price levels, the result is to show 
as a profit what is merely an in- 
crease in the retail price and hence 
in the apparent cost of its inven- 
tories. In order to eliminate the 
consequent unrealized income, it 
claims to be entitled to the bene- 
fits of section 22 (d) added by the 
Revenue Act of 1939. Slight and 
presently immaterial amendments 
were made retroactively by sec- 
tion 118 of the Revenue Act of 
1942, 


“The effect of this provision is 





to permit the use of a concept de- 
scribed as ‘last-in, first-out’ meth- 
od in the determination of the 
contents of an inventory, known 
as Lifo, in place of ‘first-in, first- 
out’ or Fifo theory, without re- 
gard to whether the actual phys- 
ical content of the inventory con- 
forms to the assumptions so 
made,... 

“The primary characteristic of 
inventories maintained under the 
retail method is the use of dollars 
as the measure of quantity. (Ital- 
ics are author’s.) In a period of 
radically and rapidly changing 
price levels, the dollars so at- 
tributed to an inventory will be 
neither the current cost of replace- 
ment nor the presumptive level at 
which the inventory will be dimin- 
ished by sales. But this is precise- 
ly the basic problem faced by the 
industries to which the legisla- 
tion was concededly directed. The 
method of its application in those 
cases is simple, while with respect 
to such taxpayers as the petitioner 
it is relatively complex. ... 

“A summary description of the 
process might thus be stated as 
ascertaining the quantity of mer- 
chandise in the closing inventory, 
which is the equivalent at com- 
parable prices of that in the open- 
ing inventory; applying to that 
portion of. the closing inventory 
its historic cost; and applying to 


the remainder its current cost 
computed by processes which have 
become traditional under the retail 
method. Merchandise which is as- 
sumed to have been in both in- 
ventories is accordingly handled 
at the cost of the opening inven- 
tory. Any decrease is treated as 
having the same cost. Any in- 
crease is included at the cost of 
the current year’s purchases. 

“Tt is difficult to see that in 
either of these necessary steps— 
the selection of the merchandise 
constituting the inventory, or the 
assignment to that merchandise of 
a cost figure—such violence is 
done to recognized principles of 
retail inventory practice as to 
demonstrate either from principle 
or application that Congress in- 
tended the Lifo provisions to be 
inapplicable to the accounting pro- 
cedure of retail merchants. The 
computations involved may be 
somewhat extensive, but they lack 
neither adequate clarity nor logic, 
and they cannot be discarded as 
unduly burdensome in the light of 
the permissive character of the 
statutory option. We conclude that 
adaptation of the Lifo theory to 
inventories maintained in terms of 
dollars through the approach gen- 
erally employed by the present 
petitioner is permissible and proper 
within the provisions of section 
22 (d).” 


Use This Extra Kesewe ptccount 


Through the ages insurance and banking have 
worked side by side. Insurance has gained an in- 
timate knowledge of the protection needs of banking. 
Bankers draw on this knowledge. Are you using this 


account? 


You incur no obligation by referring 


your property insurance problems to 
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THE index figures used by Hutz- 
ler Brothers Co. were taken from 
a special report prepared by the Na- 
tional Industrial Conference Board 
for the National Retail Dry Goods 
Association, entitled “Indexes of 
Change in Retail Prices of Depart- 
ment Stores from January 31, 1941, 
Through January 31, 1942.” The 
company did not insist on the ac- 
ceptability of these indices for its 
relief and stated its willingness to 
make the adjustment by any other 
alternative methods agreeable to the 
Commissioner. The Commissioner 
took the position in this case, 
“that there is one method of com- 
puting such an index figure which 
he finds less objectionable than 
others. That is, to take the open- 
ing and closing prices, depart- 
ment by department, which the 
record shows petitioner was ac- 
tually charging for such of the 


items as it recorded, and to give 
such price changes equal weights 
—in other words, to compile an 
unweighted average—in comput- 
ing the price rise for each indi- 
vidual department as a whole. 
... The procedure just described 
should be employed for computing 
price changes in petitioner’s store 
and, to afford an opportunity to 
compute the final inventory fig- 
ures under the Lifo method.” 

The Bureau of Internal Revenue, 
in the cases of the department stores 
using the retail method of inventory 
and changing over to the Lifo meth- 
od, has indicated that the use of the 
price indices prepared by the United 
States Bureau of Labor Statistics, 
which are applicable to the goods, 
will be acceptable to the Commis- 
sioner.!* 


14 Regulation 111, Sec. 29.22 (d)-1. 


Factors Affecting Business 


(Continued from Page 7) 
would again disrupt our whole eco- 
nomic machinery. And it would 
bring controls over economic activ- 
ity that would make those of World 
War II look very mild indeed, for it 
would have to be total war. Every- 
thing would have to move to one 
supreme end. Yet that is possible, 
and the wise credit man will keep it 
in mind. 

Arising out of the possibility of 
war is our present feverish rearma- 
ment program. A _ considerable 
amount of the money that is feeding 
our current boom arises from the 
spending by government of the bil- 
lions of dollars needed for this pro- 
gram. Most of the controls still 
being exercised by government over 
the flow of raw materials are due to 
this, and these controls cannot safely 
be removed so long as the possibility 
of war exists. The need for rearma- 
ment is diverting billions of dollars 
of the American people’s income 
away from peacetime use to produc- 
tion for destruction. It is sheer 
economic waste, and can be justified 
only on grounds of national safety. 
Yet it is likely to increase rather 
than diminish, with consequences 
that are yet only dimly realized. 

On top of this, and constituting 
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another factor that is contributing 
substantially to our present business 
activity, is the spending under the 
Marshall Plan. Remember again 
this is not a natural economic de- 
velopment but a scheme sponsored 
by government. That is not a con- 
demnation of the plan, but a recog- 
nition of its fundamental character. 
A serious drop in spending under 
it would necessitate substitute 
spending by some one, either gov- 
ernment or private business, if we 
are to escape a possible setback in 
our prosperity. That is another 
point that the forward-looking credit 
man will bear in mind. 

And now the latest suggestion of 
the political managers of our econ- 
omy is that we should spend + bil- 
lions of dollars on a new peacetime 
lend-lease program for the purpose 
of arming Western Europe as our 
potential allies in a possible conflict 
with Russia and her satellites. Un- 
doubtedly that will further help to 
keep our economic machine working 
in high gear. But, once again, it is 
sheer waste, and once again it can be 
justified only on grounds of national 
safety. 


HEN, apart from these interna- 
tional considerations, there are 


certain domestic tendencies that need 
to be watched. They may make the 
difference between continued gocd 
times on the one hand and a se'- 
back of small or large proportions on 
the other. What are they? 

Well, there is, for example, in- 
creasing resistance to high prices at 
a time when the pipelines of supply 
are being rapidly filled, or are al- 
ready choked with goods. It is true 
that this condition does not exist in 
all lines of business. Indeed, in cer- 
tain lines it will still take one or 
two, or even more years to catch up 
with effective demand. People still 
want, and have the means to pay for. 
more new automobiles than are yet 
available, and price seems to be only 
a secondary consideration. But that 
is definitely not true with respect to 
housing, for already the demand for 
high-priced houses is on the wane. 
It is definitely not true with respect 
to men’s clothing and certain other 
textile goods. It is not true of 
shoes; and it is certainly not true 
of radio sets or of many other 
lines. 


“Distress” sales have not yet de- 
veloped on any considerable scale; 
but price cutting is today a fact! 
No man can foresee how far that 
will go. But a careful credit man, 
especially in the manufacturing field 
or the wholesale field, will keep his 
eye on it. It cam spell trouble! 

Another consideration has to do 
with developments in government 
policy. What, for example, is going 
to happen to farm price supports? 
Will they be held indefinitely at 
present levels? Will political con- 
siderations bring about a perma- 
nent, and not a mere temporary, new 
level for this support even when a 
surplus of farm products is rapidly 
being accumulated under govern- 
ment control? Can the artificial 
prices for wheat, corn, tobacco, cot- 
ton, potatoes, and other commodities 
be maintained against an increasing 
resentment by consumers who pay 
both costs of supports and the 
higher prices that are the results of 
these supports? On the basis of 
such past experience as we have had, 
it would seem as if, sooner or later, 
the whole artificial edifice of farm 
prices will inevitably crack, espe- 
cially if the world sees a continua- 
tion of abundant crops. In an area 
that is very largely agricultural, a 
forward-looking credit grantor will 
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naturally keep his weather eye on 
that, more particularly with regard 
to long-term credit. 


THIRD consideration has to 
do with your own field, the 
field of credit. There are those who 
think that it is already over-ex- 
‘tended, that loans on long term by 
insurance companies and by other 
‘lenders, loans on shorter term by 
‘commercial banks, and consumer 
‘loans have already gone beyond 
sjudicious levels. Naturally, there is 
disagreement on the point. But there 
His no real disagreement about the 
‘fact that there has been very con- 
siderable injudicious lending. In- 
ideed, there have been a few failures 
Halready in the lending field that 
Jindicate, beyond shadow of doubt, 
that this is the case. Hence, it just 
‘could happen that a major failure 
"would help to foster such suspicion 
Habout the basic soundness of the 
‘credit structure as would be fol- 
Slowed by widespread grief. You 
men know that a banker never makes 
a bad loan. It merely goes bad after 
H he has made it. The same is prob- 
ably true within your own business. 
~ No man among you would admit that 
> he ever extended credit to a bad 
risk, Those that go bad always do so 
after the credit has been extended. 
Yet when things are booming as 
they are at present, the seeds of 
credit trouble are planted and condi- 
tions later develop that bring on a 
harvest of trouble. Try to make 
sure, therefore, that the lessons of 
past boom periods are not forgotten. 
You will sleep easier at night if you 
do, and when the other fellow is 
walking the floor worrying about his 
situation you will still be sleeping 
easily. 
Here, then, is a quick, though ad- 
mittedly an incomplete survey of 
present day economic conditions. 


) We are going strong. The immedi- 


ate future looks good. But just 
across the horizon there are some 
clouds, perhaps no bigger than a 
man’s hand at the moment, but 
carrying within them possibilities of 
disturbance of the most violent char- 
acter, Enjoy the prosperity while 
it lasts and make the most of it. But 
be sure that you carry a good rain- 
coat, a good pair of galoshes, and a 
stout umbrella. You just might need 
them; and it would be too bad to be 
cvught without them. 


Contract Bonds 


as Credit Support 


(Continued from Page 21) 
enter into a cost-plus contract with 
a general contractor. This means 
that due to the uncertainty of the 
cost of completing large contracts, 
10% or 15% profit is included above 
all costs. This may be let with an 
upset contract price or splitting the 
savings between the owner and the 
contractor where savings are possi- 
ble. It is rare to be asked to bond a 
cost-plus contract. 

When Mayor David Lawrence of 
Pittsburgh spoke before a Credo 
luncheon recently he stated, in re- 
gard to all the public and private 
contracts that have been planned for 
Pittsburgh, that today an estimate 
taken three months ago is out of 
date and costs have to be refigured. 

A chief engineer of a large public 
body told me the other day that his 
engineers estimated a high price for 
certain work, then added a large per- 
centage, anticipating that contrac- 
tors are bidding much higher these 
days. In this way, he avoids having 
to go back to his Board for a larger 
appropriation. In a recent case of a 
bid to the same public body, we 
bonded a contract of $236,000. The 
second bid was $276,000 and the 
third bid was $325,000. We had our 
engineer carefully check the low 
bidder’s unit prices to see if he had 
estimated a fair profit. We also 
checked the price for steel that was 
included in his bid and found he had 


a binding price for that and a large 
quantity of lumber that he was buy- 
ing. 


_. is your protection where 
you are selling a low bidder 


on private work? Previously, each 
bonding company in our industry 
had its own performance and labor 
and material bonds. We now offer 
the new performance and labor and 
material bonds especially prepared 
to cover private work. After two 
years of negotiating between our As- 
sociation of Casualty and Surety 
Companies and the American Insti- 
tute of Architects, this broad protec- 
tion was developed. They are short, 
concise and very clearly worded. 

One of the largest manufacturers 
in this city was preparing to let four 
contracts totaling a million dollars. 
When I told their insurance man- 
ager that both performance and 
labor and material bonds could be 
obtained for one premium, he read- 
ily ordered them issued. 

My suggestion is that you recom- 
mend these modern bonds to your 
own company for any work it is 
contemplating ; or when you are pre- 
paring to pass credit to any con- 
tractor for private work that you 
suggest this protection to the owner. 
In this way, you will obtain the 
benefit of these bonds the same as 
you enjoy in selling to contractors 
on public work. 


A New Look at the Corporate Body 


(Continued from Page 26) 


Let’s tell our stockholders, our em- 
ployees, our consumers and our sup- 
pliers of raw material, let’s tell the 
country as a whole the stake they 
have in us, as well as the stake we 
have in them. No other economic 
system in the history of the world 
has given any country the high 
standards under which we live today 
in the United States. Let’s point this 
out to the public and the other mem- 
bers of our corporate body. 

We can preserve the health of this 


C°EDIT AND FINANCIAL MANAGEMENT, January, 1949 


Corporate Body of ours by sound 
thinking, plenty of exercise in the 
form of high productivity and plenty 
of fresh air in the form of open dis- 
cussion of our affairs with the people 
who are the cause of our being—the 
great American public. 

The strength of our great country 
depends in large measure upon the 
strength of our national economy 
and the strength of our national 
economy is assured with a virile and 
healthy corporate body. 
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BOOKS 


for busy executives 


Reviewed by DR. CARL D. SMITH 


Cost Problems of Today—and To- 
morrow. Conference Proceedings of 
the National Association of Cost 
Accountants. 1948. Published by 
the National Association of Cost 
Accountants, New York. 


In these days when price level 
changes take place on short notice, 
and when it is becoming increasingly 
difficult to differentiate between yes- 
terday’s and today’s break-even 
points, credit and financial execu- 
tives will do well to acquaint them- 
selves with the main points of the 
discussions covered by this volume. 
Those who have contributed to these 
discussions are authorities in their 
respective fields. 

To credit executives the discus- 
sion on the effects of price level 
changes on financial statements is 
most timely in terms of the prob- 
lems posed by current inflation and 
the instability of the inventory pic- 
ture in many business establish- 
ments. Another important discussion 
deals with the nature and meas- 
urement of business capital and in- 
come in a changing price economy. 
Neither credit nor financial execu- 
tives can complacently overlook the 
significant importance of the break- 
even points in distribution, in con- 
sumer goods manufacturing and in 
capital goods production. We may 
well be on the verge of a decline in 
the price level or for a time in the 
upward spiral of increasing costs of 
manufacturing, either or both of 
which may catch management be- 
tween the upper and nether mill- 
stones of a shifting economy. The 
result can well be a jeopardized 
credit and financial situation created 
without ample notice so that adjust- 
ments can be effected. 
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The last section of this volume is 
concerned with the problem of look- 
ing ahead for sales volume and dis- 
tribution methods. The extent to 
which sales forecasting can be done 
with reasonable accuracy and assur- 
ance, and the manner in which ac- 
counting may be utilized as an aid to 
the development of a sound program 
of distribution are two discussions 
that merit the careful reading of 
every progressive executive. 


Management 


Managerial Enterprise—Its Growth 
and Methods of Operation. By Os- 
wald Knauth, Director of the Na- 
tional Bureau of Economic Research. 
Published by W. W. Norton & Co. 
New York. 1948. $3.00. 


If every corporation executive 
read only the first two chapters of 
this thought-provoking book he 
would have been brought face to 
face with several ideas which would 
give him much to ponder upon for 
all of 1949. What is happening in 
our evolving economy and what 
transition is being effected in our 
move from the free enterprise status 
as we think of it are facts that no 
executive should hide his face from 
in these days. Too many business 
men are prone to hide from the real- 
ities or to try to dismiss from the 
stage of reality many of the facts 
that clearly portray the direction in 
which our economy is moving. 

The author treats in a most in- 
teresting and realistic manner the 
past and current transition of the 
corporate pattern and the parts that 
the stockholder, the director, man- 
agement and the employee have 
played in bringing this change about. 
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Other interesting sections of the 
book deal with the problems of nian. 
agement whose function the author 
maintains is to keep all its opera. 
tions in equilibrium; maneuvering 
for trade position that will facilitate 
management’s operations in the fy. 
ture; the deceptively simple probiem 
of costs; the pattern of prices which 
the author contends should be 
formed after a careful survey of the 
factors of the expected demand, the 
cost of production and selling, the 
price of similar articles, the general 
price level, the pricing policies of the 
concern and its position in the trade; 
profits an elusive concept; and the 
allocation and division of income. 
The reader may have reason to 
not agree with the author but if the 
reader has been prodded to do some 
critical thinking, the reading of this 
book will have been well worth the 
investment of time and effort. 
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Etiquette 





Etiquette in Business by Marie L.B p: 
Carney. Published by McGraw Hill f . 
\ 





Book Co. New York. 1948. $3.25.9 






This is not so much a book for} 
executives per se as for use by the 
training director and his staff. Ex- 
ecutives will, however, find it worth # 
scanning for it gives hundreds off 
well-chosen situations that continu- 
ally arise in business and which can 
readily become points of irritation 7 
in the day’s work, “Etiquette is an J 
important essential in the conduct of 9 
modern business,” says the author, § 
and “it wins friends and influences 
customers. And within the business § 
organization it promotes pleasant 
and productive working relation- 
ships among employees.” 

The book is well written and im- § 
presses the reader with the realistic 
and humanistic approach to the 
many personal and everyday prob- J 
lems that confront the employer and | 
employee in the average business 
concern. In the first of the five sec- 
tions business etiquette for begin- 
ners presents excellent advice to the 
newcomer into an office. The sec- | 
ond section deals with etiquette to- j 
ward the public, while the third 
covers employer-employee relations. 
Business customs and the etiquette 
on the social side of business rela- 
tions. receive attention in the last 
two sections. 




































































































































































190 Years’ Service Recognized 
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Past National President William Fraser, J. P. Stevens & Co., Inc., presents an illuminated 
scroll to Mortimer J. Davis, Executive Manager of the New York Credit Men’s Association, 
during the testimonial dinner tendered to “Morty” to celebrate his twenty years of service 


to the Association. 


/Foreign Trade 


(Continued from Page 13) 


consumers. Credit insurance 
would reduce, or possibly elim- 
inate, this risk. 

Third—There is the hazard of pos- 
sible conversion, either through 
use of the proceeds of the sale 
for other purposes than re- 
payment to the bank, and the 
more remote chance of dupli- 
cate pledging of the same coffee 
to other banks. 

There have been losses by banks 


| in the past on trust receipt transac- 


tions, and, as a safeguard against the 
weaknesses and foibles of human na- 
ture, they carry fidelity insurance as 
a protection against possible losses 
because of misuses of trust receipt 
privileges. However, no claims 
against surety companies for losses 
of this nature have been necessary 
in well over a decade. 

Banks have suffered losses be- 
cause of the decline in value of 
commodities between date of credit 
and maturity date of acceptance, and 
one bank, to my knowledge, failed in 
the period following World War I 
when the price of sugar declined 


from 25 cents to 8 cents per pound 
on a shipment from the East Indies 
to New Orleans, thereby causing the 
importer to default on his liability 
under letters of credit. 

Because of these risks in letter of 
credit financing, it is imperative that 
the credit responsibility of the im- 
porter be thoroughly checked and 
fully understood at the outset. 

It will be appreciated that foreign 
trade financing is facilitated in vari- 
ous manners on generous bases and 
with the full support of commercial 
banks, being aided in turn, by the 
rediscount privileges of Bankers’ 
Acceptances with the Federal Re- 
serve Banks. 

Therefore, it is paramount that 
importers and exporters have not 
only the character, capacity and 
capital, and often the collateral, 
which are the constituent parts of 
the domestic credits, but that they 
also have these qualities in more 
generous quantity because of the 
additional risks incidental to for- 
eign trade. 

There is romance in foreign trade 
and when you know your markets 
and follow your credits there are 
profits, too. 
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Remington Rand 
Film Released 


“It Must Be Somewhere !,” a new, 
color motion picture portraying the 
vital importance of simplified, effi- 
cient filing methods in business, has 
just been released by the Systems 
Division of Remington Rand. This 
film is an effective dramatized re- 
port on simplified records manage- 
ment, providing an adroit blending 
of exciting motion-picture entertain- 
ment with a message of vital impor- 
tance to everyone who works in a 
business office. 

Starting point of this entertaining 
and informative action-drama, is the 
discovery by an executive that an 
important paper which should be in 
the files cannot be located.. The de- 
lay in producing this paper almost 
results in the loss of a valuable cus- 
tomer. The film then takes the har- 
ried executive and his equally har- 
assed office staff through a series of 
episodes that dramatize the crucial 
significance of modern, simplified 
records operation. 

This film is available through any 
Remington Rand branch office for 
free showings, with the services of 
an experienced operator and all 
necessary projection equipment. 


Services Spell Out 
Allowable Cost Items 


The armed services have issued 
a statement which describes in detail 
just what costs business and non- 
profit institutions may include in 
military contracts on a “cost-reim- 
bursement” basis, effective Febru- 
ary l. 

Three items of cost are allowed 
under the new regulations which 
previously had not been permitted: 
State income taxes, use and occu- 
pancy insurance and ordinary local 
charity and community benefit dona- 
tions. 

One item which the rules allow 
only in part is advertising. In fu- 
ture only advertising in technical 
and trade publications can be in- 
cluded for cost purposes. The new 
rules list 22 items which will not 
be allowed. Space does not permit 
listing them here. 
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Your National 
Keport 


To Each Member of National: 


My message for this month affords a welcome opportunity 
to extend best wishes for all of the good things life has to offer. 
There is a feeling of sincerity of purpose that seems to pervade 
the atmosphere as we embark upon each new year, and I hope 
that we can maintain the spirit of friendliness that has character- 
ized this holiday season. 


Not only are we starting a new year, but something new has 
also been added to Credit and Financial Management. It is a 
pleasure to extend my heartiest congratulations to the National 
Publications Committee under the chairmanship of Gus Klippel, 
to Editor Dick Tobin and Associate Editor Leslie Jones for the 
strides that are being made toward placing our magazine in the 
prominent position it deserves. 


A considerable improvement has been effected without recourse 
to any of the blatant flourishes that would detract from the long 
term interest in the material, and I am anxious to hear the com- 
ments about the new format. 


Of particular interest is the use of Sans Serif type in various 
sizes and weights for headings, and the interesting combinations 
of Italic and Roman faces. The body type remaining unchanged, 
the judicious application of white space gives a “New Look” that 
will create greater reader interest than ever before. In short, our 
publication has attained a degree of maturity that is both pro- 
gressive and commendable. 


The next step is dependent upon your support and cooperation. 
As you already know, Credit and Financial Management is an 
audited publication, with calculated value to advertisers. Current 
advertisers should be told that we read their messages, and there 
are many opportunities for us to tell the story to prospective 
purchasers of space, referring them to headquarters for specific 
information and rates. 


Let us each resolve to keep abreast of developments and 
Association activities as recorded each month and to be proud 
to recommend our progressive publication to friends and associates. 


KNOW YOUR NATIONAL 


Chrareo® ,trruabd 


President, National Association of Credit Men 
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ASSOCIATION 


NEWS 





Estimates Asked 
Of Attendance 


At Convention 


Now is the time for all good men and 
women to find out how to get to Atlantic 
City, N. J., with the greatest despatch. 

May 16 will see the opening of what 
the host Association, the Credit Men’s 
Association of Eastern Pennsylvania, 
Philadelphia, believes will be the big- 
gest convention crowd in NACM history. 

Committees have been set up to handle 
everything from housing to how much 
does it cost to visit Hamid’s pier; the 
committee chairmen are listed elsewhere. 

If May seems far away, reflect that 
Fred H. Schrop, Convention Director, 
has already sent ovt to Secretary-Man- 
agers his annuai tes. “or preliminary 
estimates of attendesice. These estimates 
are always invaluable as it gives the 
planning committees a broad idea of how 
many to expect and what kind of ac- 
commodations they want. 

January 31 is the deadline for this 
preliminary report, so if you are plan- 
ning to go, or only hope to go, it would 
be a good idea to tell your Secretary 
about it. The report is tentative only. 
It is not binding on the Secretary- 
Manager nor on the host Association. 
But it does help to have it in good time. 


New Officers Elected by 
Tri-State Association 


El Paso: Harold Womack, Zork Hard- 
ware Co., is the new President of the 
Tri-State Association of Credit Men. 

Other officers elected at the annual 
meeting are Dan F. Rugel, Rugel Motors, 
Inc., lst Vice President; Lee Mallory, 
Standard Oil Co. of Texas, 2nd Vice 
President. James L. Vance, Secretary- 
Manager, and E. Bert Neugebauer, Treas- 
urer, were re-elected. 


Duluth Plans Conference 


Duluth: The North Central Credit Con- 
ierence will be held this year at the 
‘otel Duluth, Duluth, Minn. The dates 
are April 8 and 9. Speakers had not 
been announced at the time of publication. 


New York Signs 
Lease for New 
Association Home 


The New York Credit Men’s Associa- 
tion’s administrative offices will be re- 
located in the’ Masonic Building, 71 West 
23rd Street, it was announced recently 
by Mortimer J. Davis, Executive Man- 
ager of the Association. Mr. Davis added 
that the exact date on which the move 
from the Association’s present quarters at 
354 Fourth Avenue would be undertaken, 
has yet to be decided, but that it would 
be “on or about March first.” A five-year 
lease has been signed, he said. 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1948, to December 31, 1948 
Comparison 
Members 

Class AA Net Gain 12-31-48 Percent. 
San Francisco 50 1284 104.05% 
Chicago 48 1983 102.48 
Louisville 20 984 102.07 
Class A 

St. Louis 86 839 111.42% 
Rochester 44 601 107.89 
Pittsburgh 40 744 105.68 
Class B 

San Diego 38 399 =110.52% 
Dallas 27 300 §=. 109.89 
Atlanta 17 268 106.77 
Class C 

Salt Lake City 21 226 110.24% 
Houston 16 242 107.07 
Des Moines 8 239 103.46 
Class D 

El Paso 23 144 = 119.00% 
Washington 20 157. =: 114.59 
Syracuse 17 189 109.88 
Class E 

Little Rock 17 63 134.04% 
Davenport 9 49 122.50 
Columbus 16 102 +=118.60 
Class F 

Hannibal 5 21 = =131.25% 
Cape Girardeau 2 29 116.00 
Jefferson City 5 41 113.89 
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LOCAL 


NATIONAL 


Regional Meets 
Again Planned 
by Interchange 


Regional meetings devoted to dis- 
cussion of Credit Interchange Operations 
will again be held in 1949. 

The last such series was held during 
June and July, 1947, at St. Louis, Pitts- 
burgh, Atlanta, Dallas and San Fran- 
cisco. The attendance, interest shown 
and results obtained were more than 
gratifying. Fourty-four bureaus were 
represented at one or more of these 
meetings. 

Considerable thought and study were 
given to the question of the location of 
the coming series. However, the con- 
sensus of opinion seemed to indicate the 
places decided on last year were the 
most generally convenient. Therefore, 
these meetings are scheduled as follows: 

Baker Hotel, Dallas, January 14-15. 

(This meeting will be over by the 

time this issue is in the mails.) 

Sheraton Hotel, St. Louis, January 21- 

22. 

Roosevelt Hotel, Pittsburgh, Janu- 

ary 28-29. 

Henry Grady Hotel, Atlanta, February 

4-5, 

West Coast, time and place to be an- 

nounced later. 

The mechanics of Interchange opera- 
tions, new techniques of operation and 
the ironing out of difficulties will con- 
stitute the entire agenda. 


Eggerding Installed 
As Kiwanis President 


St. Louis: In a colorful ceremony, Na- 
tional Director Victor C. Eggerding was 
installed as the 1949 President of the 
Downtown Kiwanis Club of St. Louis, 
December 4. 


A song, specially written for the occa- 
sion, was sung during the evening. 
New Orleans: Secretary Fred L. Lozes 
was the featured speaker at the December 
8 luncheon meeting of the New Orleans 
Credit Men’s Association. He spoke on 
“Romance in Credit.” 
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Host City Association Announces 


Convention Committee Chairmen 


Philadelphia: The Credit Men’s Associa- 
tion of Eastern Pennsylvania, hosts for 
the 53rd annual Credit Congress which 
will be held in Atlantic City, N. J., May 
16-19, have announced the chairmen of 
the committees which will handle the 
multitude of details which such an as- 
sembly entails. 

Clarence E. Wolfinger, Lit Brothers, is 
the general convention chairman. The 
complete list of committee chairmen fol- 
lows. 

General Chairman: 

C. E. Wolfinger, Lit Brothers 

Vice Chairman: 

A. C. Schnitzler, 
Burner Co. 


Executive Committee: 
E. I. Atlee, Jr., I-T-E Circuit Breaker 
Co. 


Honorary Advisory Committee: 
A. E. Southgate, Phila. & Reading Coal 
& Iron Co. 
Budget & Finance Committee: 
Morgan F. Moore, Lumbermen’s Mu- 
tual Casualty Co. 
Grand Marshall: 
Stephen F. Sayer, First National Bank 
of Phila. 
Master of Ceremonies: 
John T. Brown, Jr., Hajoca Corpora- 
tion 
Supply Sergeant: 
P. Edward Schenck, Container Corp. 
of America 
Auditorium Committee: 
A. E. Langbein, Keasbey & Mattison 
Co. 
Auditing Committee: 
Earl L. Cox, Fernald & Company 
Bankers Committee: 
Ralph D. Withington, The Philadelphia 
National Bank 
Credit Women’s Group Committee: 
Emma A. Schob, HonorBilt Products, 
Inc. (Chairman) 
Mary M. Pearson, Westcott & Thom- 
son, Inc. (Co-Chairman) 
Entertainment Committee: 
J. V. Williams, Concrete Products Com- 
pany of America (Chairman) 
H. Rives Lemmon, Dun & Bradstreet, 
Inc. (Co-Chairman) 
Host City Registration Committee: 
Charles B. Weidman, Philadelphia Ter- 
minals Auction Co. 
Hostess Committee: 
Mrs. Charles E. Fernald (Honorary 
Chairman) 
Mrs. E. I. Atlee, Jr. (Chairman) 
Housing Committee: 
Richard Breed, Atlantic City Electric 
Co. 
Industrial Credit Meetings Committee: 
H. L. Munroe, SKF Industries, Inc. 
Information Committee: 
Chas. B. Shelley, formerly with Wm. 
S. Scull Co., now retired and living 
in Atlantic City 


National Airoil 
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Clarence E. Wolfinger 


Publicity Committee: 

J. Stanley Thomas, Secretary, The 
Credit Men’s Association of Eastern 
Pennsylvania 

Reception Committee: 

R. H. Hunter, Crane Co. 
Registrar's Committee: 

J. Leroy Vosburg, Fernald & Company 
Registration Reception Committee: 

Wm. E. Vollmer, SKF Industries, Inc. 


Sergeant at Arms: 
Frank P. Glenn, Camden Lime Co. 
Transportation Committee: 
Harry T. Sickler, Guarantee Bank & 
Trust Co. 


Contingency Committee: 
Robert P. Wray, Hajoca Corporation 
Complaints or Adjustments Committee: 
Lyzabeth M. Klinger, Treasurer, The 
Credit Men’s Association of Eastern 
Pennsylvania 


Chattanooga Elects 
New Slate of Officers 


Chattanooga: The annual meeting and 
Christmas party of the Chattanooga As- 
sociation of Credit Men was held on 
December 13, the Wholesale Credit Wom- 
en’s Group being in complete charge of 
the arrangements. E. B. Moran was the 
guest speaker; his subject was “The 
Credit Side of Selling.” 

During the meeting new officers of the 
Association were elected as follows: 

President: Paul Ramsey, Ramsey Elec- 
tric Supply Co. 


Ist Vice-President: T. P. Fraser, 
Brock Candy Co. 
2nd Vice-President: K. H. Heald, 


Vance Iron & Steel Co. 
Secretary-Treasurer: G. Royal Neese. 
Chairman of the Board: Paul J. Viall, 

Chattanooga Medicine Co. 
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Arthur Duggan Buried 
Christmas Eve, Victim of 
Cerebral Hemorrhage 


Boston: Arthur J. Duggan, Secretary- 
Manager of the Boston Association of 
Credit Men since January 1, 1946, died 
December 20 of a cerebral hemorrhage, 
He had been ill for some considerajle 
time. 

The funeral was held at St. Bernar1’s 
Church on Thursday morning, December 
24. Mr. Duggan is survived by his 
widow and three small children. 


Chester L. Mize, Sr. 


Atchison, Kansas: Chester L. Mize, Sr., 
Treasurer and Credit Manager of the 
Blish, Mize & Silliman Hardware Co., 
was killed in an automobile accident De- 
cember 7. He was driving to his farm, 
but when he was about three-quarters of 
a mile from his destination his car struck 
a concrete abutment and was wrecked. 
Since the road was free of traffic at the 
time it is presumed that he suffered a 
heart attack or stroke. 

He was a member of the St. Joseph, 
Mo., Association of Credit Men. 


George E. Bradford 


Knoxville: George E. Bradford, one of 
the founders of the Knoxville Associa- 
tion of Credit Men, died November 29. 

He represented his firm, the Deaver 
Dry Goods Company of Knoxville, in the 
Association until the time of his retire- 
ment about three years ago. He was the 
first Treasurer of the Association. 


John Krause 


Cleveland: John Krause, Secretary and 
Credit Manager of Master Builders Co., 
died recently. He had been associated 
with his firm for 30 years and had been 
a member of the Cleveland Association 
for twenty. 


Brace Bennitt Speaks 
At Wisconsin Meeting 


Appleton, Wis.: Brace Bennitt, Secre- 
tary-Treasurer of the Minneapolis Asso- 
ciation of Credit Men, was the speaker 
at the November 30 meeting of the 
Northern Wisconsin-Michigan Associa- 
tion of Credit Men held at the American 
Legion Club, Appleton, and sponsored by 
the Appleton, Kaukauna, Neenah-Me- 
nasha Credit Club. 

Mr. Bennitt, after a successful busi- 
ness career as treasurer and director of 
the Fox-Vliet Drug Company, joined 
the NACM staff as Central Division 
Manager, before accepting the position 
with the Minneapolis Association. 

The December 8 meeting of the As- 
sociation was held at the Wausau Club, 
in Wausau, Wisc. The speaker was T. A. 
Duckworth, Personnel Director of the 
Employers Mutuals, who spoke on “Make 
the most of your talents.” 
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ASSOCIATION 
PRESIDENTS 


As this is written only four days re- 
main of the year 1948, an odd year for 
credit executives, a foretaste of the dif- 
ficult times to come, if the economists 
are to be believed. 

Nineteen hundred forty-nine will be 
one of those years, they say, where such 
an institution as a Credit Men’s Asso- 
ciation will perform an even more vital 
function than ever. Cooperation be- 
tween credit executives will have to be 
even closer and vigilance even greater. 

To those who head the Credit Men’s 
Associations, which, be they individually 
large or small, combine to make the 
mightiest business Association in the 
country, we wish happiness, prosperity 
and great wisdom both now and in the 
years to come. 
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Dick Tobin's Son Scores With New Book 


The Editor of our magazine, Richard G. Tobin, is too modest about the accomplish- 
ments of his son. Most of you know Mr. Tobin and, therefore, I think you will be 
interested in a book review article in the New York Times of Friday, December 24, 
by Orville Prescott, the head of the Book Review Department. It deals with a book 
written by Mr. Tobin’s son, Richard L. Tobin. I could do nothing better than to 
give you the review in part: 


“In October, when more new books are published than in any other month, there 
are always several good ones that fail to attract the notice they deserve. One pleasant 
and diverting book that was trampled on in the general rush and overlooked as far 
as these columns are concerned was “Golden Opinions,” by Richard L. Tobin. 


“It is hard to say just why this collection of reminiscences and sketches by a news- 
paper man still on the sunny side of forty makes such good reading. At first glance, 
one might think that nothing could be easier for a professional writer; memories of 
childhood and that first, momentous summer job and the first shock of college life; 
stories picked up as a reporter in New York and as a war correspondent in England 
and Ireland; light-minded tributes to the joys and vicissitudes of a happy marriage. 
Such material could be flat enough in some hands. In Mr. Tobin’s it is engaging, 
because Mr. Tobin writes with humor, with a sharp eye for the ordinary aberrations 
of human nature and with a personal warmth that nearly always stops short of 
sentimentality. 


“The chapters in ‘Golden Opinions’ that deal with Mr. Tobin’s childhood, youth and 
early newspaper experiences seem to me superior to those about married life in 
Connecticut. When he recalls the past Mr. Tobin does so with much skill, capturing 
the excitement and emotion of trivial but significant episodes with persuasive charm. 
In “The Great Green Tree’ he has written a fine, simple and marvelously evocative 
account of a memorable day’s fishing as seen by a small boy. ‘Tree of Knowledge’ 
is outstanding, too, a delightful excursion into the bewilderment of children confused 
by the scientific facts taught in school and the superstitious folklore handed down as 
gospel in the home. 


“Several of Mr. Tobin’s newspaper stories are entertaining in a gruesome way. 
‘The Bodies at the Automat’ recounts in amusing fashion how routine detection solved 
the bizarre mystery of the simultaneous deaths by poisoning of two persons who had 
no connection with each other. And ‘The Durable Malloy’ explores one of the 
strangest murder cases that ever perplexed the Bronx police, the case of an alcoholic 
so near death that he was insured by two plug-uglies who thought they knew a good 
thing when they saw it. But the drunk confounded expectations by flourishing on 
a diet of rot-gut moonshine, wood alcohol and tin filings; by surviving being drenched 
with water and left to die of exposure in winter, and by being only temporarily 
inconvenienced when a taxi drove back and forth across his body several times. It 
took gas and a rubber tube to extinguish The Durable Malloy. 


“There are other choice items in ‘Golden Opinions.’ One chapter about life among 
the higher echelons of the radio business is a venomous account of internecine warfare, 
polite back stabbing and character assassination. Another is a pitiful study of the awe 
and admiration that can be inspired in a sedentary husband by a wife who sets her 
mind to do all the noisy, useful, strenuous things inside a house that her feverish 
imagination can devise. No better method has been discovered to reduce a husband 
to a state of contrition and helpless guilt. His services are not required. His own 
idleness, instead of being a pleasure, becomes a shameful infamy. The moral of this 
chapter will be lost on women; but all men will grasp it at once. It is that wives 
should perform their more violent and mysterious labors while their husbands are 
at their own jobs in order to spare masculine pride and peace of mind. 


“The general atmosphere of ‘Golden Opinions’ is casual, friendly and gay. Mr. 
Tobin has a proper respect for the rhythms of English prose. He is cautious about 
overindulgence in the first person singular.” 


Incidentally I might say that I have purchased a copy of the book and I found it 
most interesting reading. I think it is very well done. It is published by E. P. 
Dutton & Co., Inc., New York. 


—Henry H. Heimann 
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Credit Executives 
Greet Christmas 
In Divers Ways 


Well, Christmas has come and gone 
again, and as usual the credit executives 
of the country took time out to celebrate 
it with their fellows. 

The Toledo “caper” on December 15th 
featured a balloon dance (no, not that 
kind!) for which Mr. and Mrs. Arnold 
Teize, Hankey Sales Co., won the prize. 
The affair was well attended in spite of 
rain and fog. 

The party arranged by the Milwaukee 
Association was a sell-out; 312 members, 
wives and friends were there. Several re- 
quests for reservations had to be turned 
down. 

The Credit Men’s Association of West- 
ern Pennsylvania, which serves Pittsburgh 
and surrounding territory, held a Christ- 
mas reunion of all its Credo members 
which was featured by a talk, ‘Emanuel’ 
by Lt. Col. Ralph T. Miller, Divisional 
Commander of the Salvation Army. 

South Bend’s party was held at the La- 
Salle Hotel December 15th. Harlan 
Hogan and his orchestra played for danc- 
ing. Incidentally the South Bend credit 
men have changed their name to the 
National Association of Credit Men, St. 
Joseph Valley Chapter. 

The Los Angeles Credit Managers Asso- 


ciation took over Larry Potter’s Supper | 


Club for their party December 17th. This 
too was a sell-out, and featured dancing 
and a floor show. 

The Youngstown Association moved 
out to the Mahoning Country Club, 
Girard, Ohio, for their party. 

The Triple Cities Association “with 
the active participation of the Triple 
Cities Credit Women’s Club,” at Bing- 
hamton, N. Y., also had a bubble dance. 
They seem to be popular this year. 

St. Louis, as usual, caught Henry H. 
Heimann on his way home and presented 
him as guest speaker. Their party was 
featured by Santa Claus “in modern 
guise.” 

The members of the Terre Haute Asso- 
ciation just took the month off and held 
no meeting at all. 


Radio Executive 
Speaks at Detroit 


Detroit: Miss Cyrilla Anderson, Assist- 
ant Radio and Television Director, Wolfe, 
Jickling, Dow & Conkey, Inc., spoke to 
the members of the Detroit Association of 
Credit Men at their December meeting 

Miss Anderson served in the CBI the- 
atre in the American Red Cross and was 
chairman of all radio and entertainment 
projects sponsored by the army and the 
Red Cross in that theatre. At the De- 
troit meeting her subject was “India, as 
seen through the eyes of a G. I.” 
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Upgren to Speak 
at Credit Forum 
in Cleveland 


Cleveland: Dr. Arthur R. Upgren, Pro- 
fessor of Economics at the University of 
Minnesota and a member of the faculty 
of the Executives’ School of Credit and 
Financial Management, will be the fea- 


' tured speaker at the February 15th Credit 
| Forum of the Cleveland Association. 


Dr. Upgren did a wonderful job at the 


school last summer, and the Cleveland 


students persuaded him that he ought to 


» come to Cleveland, as they did Thomas 
» Nelson last year. 


Harrison Honored for 
Educational Efforts 


» Dallas: As a token of appreciation for 
) his efforts on behalf of the educational 


| program, 


Fab. 


er 


Sis ah 


the Dallas Wholesale Credit 
Managers’ Association recently presented 
Tyler T. Harrison, Mosher Steel Co., 
with an overnight bag. Mr. Harrison has 
conducted a course on Financial State- 
ment Analysis during the past few months. 


Interchange Committee 
Introduces New Sticker 


The Credit Interchange Committee, 
under the leadership of Robert P. Dean, 
Esso Standard Oil Co., has devised a 
sticker for use by interchange members 
when answering direct inquiries. Printed 
in red with a broad red border, the 
sticker draws to the inquirer’s attention 
the fact that one call to an interchange 
bureau can save ten individual calls, and 
hence a lot of time. 

The stickers are available without 
charge and in any quantity from local 
bureaus. 


Education Benefits 
Described at Dallas 


Dallas: The December 14th meeting 
of the Dallas Wholesale Credit Man- 
agers’ Association was highlighted by 
addresses by Paul Kerin, Secretary- 
Manager, and C. G. McKellar, Credit 
Manager, Southwestern Co., Inc., on 
“What credit education means to your 
Association.” Messrs. Kerin and Mc- 
Kellar were two of three men (National 
Director Charles W. Cayten was the 
third) who recently became the first in 
Texas to receive the Fellow award of 
the National Institute of Credit. 


Mrs. Moran Recovering 


Chicago: Mrs. E. B. Moran, wife of Ed 
Moran, Manager, Central Division of 
the National Association of Credit Men, 
is recovering at home from an operation 
which she underwent last month. 


Confidentially Speaking 


Mr. Myron Abrams has been elected President of Bronx Hardware & Supply 
Co. He will continue as President of the Wholesale Hardware Co., New York 
City .. . Morris Miller, former Credit Manager, Motorola-New York, Inc., has 
been elected Vice-President of the Corporation... H. L. Kennicott, Secretary, 
Lumbermen’s Mutual Casualty Co., has been elected President of the National Asso- 
ciation of Mutual Insurance Companies . . . Glen M. Schori has been appointed 
Assistant Secretary and Treasurer of Horder’s, Inc., Chicago .. . Charles A. Von 
Stein has been named Treasurer of Carr-Consolidated Biscuit Co., Wilkes-Barre, 
Pe 

Mr. H. F. Page, Gulf Refining Co., Toledo, addressed the Retail Credit Managers’ 
Association in Kalamozoo, Mich, on “The Changing Scenes in Credit” ... Pro- 
motions in the Treasury Department of National Supply Co., Pittsburgh, include 
Frank R. Mc Elroy to Assistant General Credit Manager, Eastern and North- 
west Divisions; Stanley L. Furman to Divisional Credit Manager, Eastern Divi- 
sion, Earl M. Mulvaney to Divisional Credit Manager, Northwest Division . . . 
Maynard Moore is now in charge of credits at Wm. H. Metz Co., Des Moines, 
Icwa. He was formerly with Sieg-Ottumwa Co. ... James Marsteller has been 
elected Assistant Treasurer of the Allied Oil Co., Cleveland... L. T. Hage has 
been appointed Assistant Secretary for Brown & Bigelow, St. Paul. 

Mr. Arthur V. Scott, a Director of the Oakland Credit Association, has been 
advanced to general management of The Tuttle Cheese Co., Oakland, Calif... . 
William G. Karnes has been named Executive Vice-President of Beatrice Foods 
Co., Chicago .. . Paul Healy is now Credit Manager of R. L. Harris, Inc., Knox- 
ville, Tenn. . . . Hugh Vander Veen succeeds Wm. Collier as Credit Manager 
of the G. R. Paint & Enamel Co., Grand Rapids ... Miss Dorothy Reilly is now 
Credit Manager of Lawson Auto Parts Co., Birmingham, Ala. 

BOSTON NEWS—E. Charles Dronet succeeds E. F. Duncan as Credit Man- 
ager of Allied Appliance Co. . . . W. W. Ordell is now supervising credits at 
Cherry-Burrell Co. . . . Clifton W. Carlson is the new Credit Manager at De- 
Mambro Distributors, Inc. . . . W. David Schofield, former Credit Manager at 
H. F. Livermore Co., has returned to New Zealand to live, and John G. Manning, 
assistant Treasurer, now looks after credits. 

Mr. Kenneth Crosby succeeds L. B. Macmurdo at Southwest Cigar Co., Dallas 
... E. E. Palmer now directs credits at Southwestern Portland Cement Co., Osborn, 
Ohio... E. F. Shearer succeeds Emory Wilson at C. R. Daniels, Inc., Daniels, 
Md. ... J. Twersky is now manager of credits at Sternoff Metals & Iron Works, 
Seattle .. . H. D. Sharpe now looks after credits at the G. R. Store Equipment 
Co., Grand Rapids .. . Elwood D. Miller is now Credit Manager of Miami Valley 
Distributing Co., Dayton. 

ST. LOUIS CHANGES—Richard M. Noack succeeds Paul Gieleland in charge 

of credits and collections at the Southwestern Bell Telephone Co. ... Paul F. 
Maruska is now Credit Manager of Missouri Boiler & Sheet Iron Works . 
E. D. Colbert succeeds W. E. Johnson as Credit Manager of The B. F. Goodrich 
Co. . . . Dennis Kelley succeeds Gilbert Knierim as Credit Manager of Allied 
Construction Equipment Co. ...H. T. Topping is now Credit Manager for H. C. 
Tool Corp. ... Miss C. A. Mc Elvey succeeds Jno. J. Shea at Peerless Missouri 
Co. ... Jos. J. Arnold, Jr., now handles credits for Royal Packing Co. 

William Trotter is now in charge of credits at Burnett Meat Co., Kansas City 
... Craydon Hoffman, Vice-President, Bank of America National Trust & Savings 
Association, San Diego, Calif., is General Chairman of the San Diego Community 
Chest Campaign ... Robert J. Beith replaces H. E. Teubner in credits at General 
Coal Co., Philadelphia .. . R. C. Ward, Sun Oil Co., Toledo, recently addressed 
the Professional Women’s Club at Napoleon, Ohio, on “This Business of Making 
Friends” . . . Herbert F. Adams was recently promoted to the office of Treasurer 
of J. Hungerford Smith Co., Rochester . . . William C. Hall, Credit Manager, 
Sylvania Electric Products, Inc., Salem, Mass., has taken on the additional duties 
of Treasurer of the company’s Employees Credit Union . . . T. C. McIntire, 
Credit Manager, B. P. John Furniture Corp., Portland, Ore., is rapidly recovering 
from a broken hip, but not yet able to return to work. 

CHICAGO CHANGES—Allen W. Selby, formerly with Chicago Daily News, 
is now General Credit Manager of The Englander Co... . I. E. Hamilton succeeds 
Miss Erna Mead at Swank, Inc. . . . Louis G. Langpop, Sun Electric Corp., has 
been named Assistant Treasurer of the company ... H. N. Greenwald is now 
Credit Manager of American Gear & Mfg. Co. .., J. A. Ritchie succeeds Frank 
A. Meper, retired, as Credit Manager of the Chicago Branch of Crane Co... . 
Hugh W. Mac Lean replaces J. E. Policky as Office and Credit Manager at De- 
Vry Corp. ...8. L. Sorenson is now handling credits at Encyclopaedia Britan- 
nica, Inc. . 

DEATHS—with sincere regret we announce the passing of these members. A. 
Harry Gardner, Eastern Gas & Fuel Associates, Pittsburgh ... Samuel D. Mc- 
Kinstry, Imperial Candy Co., Seattle . . . Louis J. Hall, Illinois Casket Co., 
Chicago ... Eben Halley, Hickok Mfg., Rochester ... Martin J. Daily, Lincoln 
State Bank, Milwaukee . . . George W. Coughlin, W. H. Sweeney & Co., St. 
Paul... James Cobley, Secretary-Treasurer, Shank-Cobley, Inc., and General Man- 
ager of West Toledo Motors, Inc., Toledo, Ohio. —E,. B. M. 
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Louisville: New York, Los Angeles and 
Chicago are now joined by the Louisville 
Association. Following on the heels of 
the joint report of the three cities, Louis- 
ville conducted a survey, by groups, 
which resulted as follows: 

Paint group (six firms represented) : 
sales for the first 10 months of 1948 
compared with the same period of 1947 
up 10 to 20 per cent; inventories larger; 
‘collections slower; outlook for 1949 un- 
certain as paint is becoming highly com- 
petitive. 

Automotive group (26 firms repre- 
sented) : sales off an average of 13 per 
cent with a definite slowing down in the 
past two weeks; inventories heavier; col- 
lections slower; outlook uncertain. 

Radio and household appliance group 
(14 firms represented): sales up 5 per 
cent. The increase is believed to have 
been caused by ability to get television 
sets. Sales in normal lines of merchan- 
dise would have been the same as 1947’s. 
Inventories are heavier as a result of 
television; collections are slower; in- 
creased sales are expected in 1949 as a 
result of television. 

Drug group (seven firms represented) : 
two report sales the same as 1947's, three 
report sales up 10 per cent, two report 
sales down 10 per cent; inventories 


Joint Credit Training 


New York: Beginning February, 1949, 
the City College School of Business and 
Civic Administration will put into effect 
a program of cooperative credit training 
which it has developed during the past 
year. 

Students who indicate in their sopho- 
more year an intention to specialize in 
credit management are screened by a 
committee of cooperating credit managers 
to determine whether they possess inher- 
ent qualifications for success in the credit 
profession. Only those who pass this 
screening are permitted to register for 
the School’s curriculum on credit’ and 
collection management. 

Basic courses on marketing, business 
finance and credits are taken by the ac- 
cepted students during their junior year. 
In their senior year, the programs of 
these students are so arranged that all 
their college courses are taken during 
morning hours. In his lower senior se- 
mester, each of these students is em- 
ployed during the afternoons by one or 
other of the cooperating mercantile 
agencies on various phases of the agency’s 
credit work. At the conclusion of this 
agency training, the student’s immediate 
superior at the agency rates him on his 
work for the agency. 

During the student’s upper senior se- 
mester, he is employed during the after- 
noons at clerical tasks, collection work, 
or junior analyst work, in the credit 
department of one of the cooperating 
business organizations. Here also he is 


44 


Louisville Survey Shows Mixed Results 


heavier; two report collections slower, 
five report collections the same as last 
year; five report the outlook is better, 
two report the outlook is for business to 
be the same in 1949 as in 1948. 

Textile group (six firms represented) : 
sales off 3 to 5 per cent; inventories 
heavier; collections the same as 1947's; 
business expected to continue good. 

Building trades group (33 firms rep- 
resented) : sales off an average of 9 per 
cent; inventories smaller; collections 
slower; outlook depends largely on Gov- 
ernment housing program; sales are ex- 
pected to drop off 5 per cent under 
present conditions. 

Meat packers group (seven companies 
represented) : six report sales up 15 to 
20 per cent in dollar volume, up about 5 
per cent in poundage. One reports sales 
in dollars up 10 per cent. Inventories are 
smaller. This is the ending of packers’ 
fiscal year and inventories are always 
smaller during this period. Five report 
collections slower, two report collections 
the same as last year. The outlook is 
reported good, with demand during 1949 
as great as during 1948. All the meat- 
packing firms believe that if price control 
is put into force a tremendous Black 
Market will result and substantially re- 
duce their volume of business. 


Program Announced 


rated by his immediate superior. The Col- 
lege Supervisor of this program maintains 
close continuing contact with the vari- 
ous employers of the students covered by 
the program. 

Besides giving credit students an in- 
valuable practical training on their sub- 
ject heretofore not available at the 
undergraduate college level, this program 
is expected to be of great assistance to 
New York City mercantile agencies and 
credit departments in recruiting a supe- 
rior type of credit assistants. 

New York City credit managers inter- 
ested in participating in this cooperative 
credit training program are invited to 
correspond with the College Supervisor 
of the program—Professor William J. 
Shultz, School of Business and Civic Ad- 
ministration, College of the City of New 
York, 17 Lexington Ave., New York 10, 
N. Y. 


Situations Wanted 


Credit manager—substantial experience in na- 
tional scqpe industrial credit administration. Es- 
pecially competent in evaluation of risks and 
exhaustive collection techniques. Able to handle 
large volume of receivables with minimum losses. 

hicago area employment preferred. Rox T-1. 
Credit and Financial Management. 


Several students of the College of the City of 
New York will graduate in February with the 
degree of BBA. They are all members of the 
college’s Credit and Financial Management So- 
ciety and wish to get a start in the credit 
management profession. They know the theory; 
they want the practice. Write Box J-2, Credit 
and Financial Management. 
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Open House Attracts 
Over 200 to Offices 
Of Minneapolis Group 


Minneapolis : The Minneapolis Asso- 
ciation of Credit Men and Associated 
Creditors, Inc., held Open House at their 
offices 502-507 Thorpe Bldg., December 
30. Upwards of 200 members and guest: 
visited the offices. Hosts were the Board 

































of Directors, headed by President Ballard fF ?' 
and also the main members of the staff, J ‘ 
The Annual office party of the staf — lis 
of the Minneapolis Association and Asso — 
ciated Creditors, was held on December FF E 
23. Over 40 employees got together at P 
this annual party. 
4A 7 
Moves After 29 Years [| » 
Detroit: Stanley Shuman, general credit « 
manager of the U. S. Radiator Co. for F fs 
the past six years, has resigned to accept fr 
the position of credit manager of the FF tt 
Ingersoll Utility Unit Division of the F | 
Borg-Warner Corporation. He has been FF : 
associated with U. S. Radiator for 29 F tt 
years, having served in various capac- F 
ities in their branch offices at Pittsburgh, E 
Cleveland and Philadelphia as well as the F , 
main office in Detroit. Sa 





Chattanooga: The Chattanooga Whole: 
sale Credit Women’s Group had complete F 
charge of the annual meeting and Christ- F 
mas party of the Chattanooga Associa- 
tion of Credit Men on December 13. 

During the meeting the Credit Women 
elected new officers: Mrs. Mamie G. 
Tucker, Miller Bros. Co., President; 
Mrs. Lettye Wainio, Ist Vice-President; 
Miss Martha O’Kelley, 2nd Vice-Presi- 
dent; Miss Katherine Linder, Recording 
Secretary; Miss Margaret Hail, Corre- 
sponding Secretary; Mrs. Zephyr Fin- 
nell, Treasurer, and Mrs. Alma Burkart, 
Councillor. 























Pittsburgh: The annual Christmas party 
of the Pittsburgh Credit Women’s Group 
was held December 15. So many mem- 
bers and friends turned up that the 
party had to be moved to a bigger room. 
President M. J. Chesmar and Secretary 
H. M. Oliver of the Credit Men’s Asso- 
ciation of Western Pennsylvania brought 
greetings. 

S. Claus brought gifts to all present 
and an excellent talk on “Bethlehem” was 
given by the Rev. William S. Wise. 


Toledo: The Credit Women’s Group of 
Toledo held their Christmas party on 
December 7 at the Toledo Women’s Club. 

Following a short accordion concert 
and a one-act Christmas skit, gifts were 
wrapped for the Little Sisters of the 
Poor. Prizes were awarded for the most 
attractive wrapping and for the most 
parcels wrapped. 
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News From The 
CREDIT WOMEN'S GROUPS 


) Portland: At their November meeting, 
| the Women’s Chapter was greatly de- 
| lighted with the highlights of a recent 
| trip made to the Hawaiian Islands by Mr. 


ede eee 


E. W. Johnson, secretary-manager of the 
Portland Association of Credit Men. His 
talk was accompanied by most interest- 
ing colored slides portraying the Islands. 
The December meeting on December 9 
took the form of a Christmas party, with 
a most interesting program including the 
singing of Christmas hymns and other 


' favorites. Dolls and toys were collected 


from the members to be turned over to 
the Toy & Joy Makers, a volunteer pro- 


» gram of the Portland Fire Department, 


' which will be distributed to the less for- 
) tunate children at Christmas. 
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Miss Pauline Bressem, of Mail-Well 
Envelope Co., one of our past-presidents 
and member of the National Credit Wom- 
en’s Executive Committee, made a trip 
to Oakland to be in attendance at the 
meeting of that credit women’s group 
held on November 19. She had very in- 
teresting facts to report on her return. 
Several of our Women’s Chapter mem- 


| bers are active on committees of the 


Portland Association of Credit Men. One 
of our past-presidents, Miss Rose L. Ed- 
wards, of Miller Bros., is serving her 


+ second year as a trustee of the Associa- 


tion. 
oe 


Minneapolis: At the December meeting 
of the Minneapolis Wholesale Credit 


' Women Tuesday, December 14 at Stauf- 


> fer’s, the girls dispensed with business 


Cee Te eee 


ME eed 


and enjoyed a lovely Christmas party. 

As their Christmas project this year, 
the group was proud and happy to pre- 
sent a hearing aid to a young student 
of the Louis Agassiz School for the 
Deaf. Motion pictures were shown of the 
work of the Lexington School for the 
Deaf, New York City. 

The girls enjoyed again hearing Miss 
Arleth Haeberle of Radio Station WTCN 
give her impersonations and_ several 
piano selections by Donald Strandemo. 


Birmingham: The Birmingham Whole- 
sale Credit Women’s Group held its Sev- 


' enth Annual Bosses Night November 16, 
» 1948. It was attended by 103 people. 


The theme of the banquet, carried on 
a banner behind the speaker’s table was 
“Wisely controlled credit provides horns 


| of plenty for all” and was delineated by 
) cornucopias spilling harvest fruits. 


Mrs. Anne Plummer, President, intro- 
duced the special guests and presided. 
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Miss Rubye Ford, 2nd Vice President, 
welcomed the Bosses and Mr. W. S. Wil- 
son, President of the Alabama Associa- 
tion of Credit Executives and Boss of the 
Wholesale Group’s President, responded. 

Dr. Hallie Farmer, Head of the His- 
tory Department of Alabama College, the 
guest speaker, was introduced by Miss 
Harriet Dobbins of the Birmingham Pub- 
lic School System. Dr. Farmer’s subject 
was “The Alabama Legislature” about 
which she was well qualified to speak 
since she has written a book entitled The 
Legislative Process in Alabama. 

The grand finale was a penny auction 
sale at which many articles representing 
the companies of the members were sold. 

It is evident that the value of the 
Wholesale Credit Women’s Group is be- 
ing recognized by the men and they ex- 
press their very best wishes for our con- 
tinued success and greater accomplish- 
ments. 


Utica: The Credit Women’s Group of 
Utica held their Christmas party Decem- 
ber 16. Miss Edna Tucker and Miss 
Eleanor Henry were co-chairmen. Miss 
Tucker, a member of the Utica Camera 
Club, exhibited colored floral and scenic 
slides. The next meeting will be held 
January 20, with Mrs. Catherine Healy 
and Mrs. Florence Herbst as co-chair- 
men. 
* 


Detroit: The Detroit Credit Women’s 
Group held their Christmas party on 
December 21, following a short business 
meeting. 

The group is sponsoring two scholar- 
ships each semester at Wayne University 
to students interested in preparing for 
credit work. 


Cleveland: The College Club was again 
the scene of the Annual Christmas Party 
of the Cleveland Credit Women’s Club 
on Tuesday evening, December 14th. 
Sixty members joined in the festivities. 
The dining room was decorated beauti- 
fully in keeping with this Holy Season 
and dinner was served by candlelight. 
This year the club helped make Christ- 
mas a little more cheerful for the old 
folks at County Nursing Home by pro- 
viding gifts which they had especially 
desired. 

The January meeting is scheduled for 
Tuesday, January 18th, at Masonic Tem- 
ple Crystal Room when the members 
will carry out the third point on Presi- 


dent Miriam Wall’s program, workshops 
dealing with credit in its relation to 
shifting economic conditions. 


* 
Houston: The Wholesale Credit Wom- 
en’s Club of Houston was entertained 
with a very lovely Christmas party in 
the beautifully decorated Texas State 
Hotel on Tuesday evening, December 14. 

Santa Claus was there with a sugar 
plum tree and gifts for all. Club mem- 
bers filled gaily wrapped packages with 
needs for the men who are confined in 
Jefferson Davis Hospital. 

Joe Padilla, a most talented teen-age 
pianist, entertained, rendering one of his 
own compositions, after which Christmas 
Carols were enjoyed by every one. 


New York: The annual Christmas party, 
held at the Hotel Pierre, was the biggest 
and best ever. 

As this is the one purely social func- 
tion of the year there was no guest 
speaker nor any reports. 

Guests included Anna May Dean of 
Bridgeport, Conn., member of the Na- 
tional Credit Women’s Executive Com- 
mittee; H. Parker Reader, President of 
the New York Credit Men’s Association, 
and Mrs. Reader, Mr. and Mrs. William 
H. Pouch and Mr. and Mrs. William 
Fraser. 

¢ 


San Francisco: The Credit Women’s 
Group of San Francisco held their Christ- 
mas party December 15 at Simpson’s 
Restaurant. Instead of giving individual 
gifts the members pooled their funds and 
bought a wheelchair, which was presented 
to a person named by the American Red 
Cross. 

Four scholarships have been awarded 
recently by the group to Eleanor Craig, 
Sloss and Brittain; Clelia Forni, Petri 
Distributing Co.; Jean Ealey, Sharpe & 
Dohme, and Marjorie Sellman, Wm. J. 
Lancaster. 

e 


Los Angeles: On Monday, January 3, the 
Credit Women’s Group of Los Angeles 
held a panel discussion on the responsi- 
bilities of those who control credits. The 
program was arranged and conducted by 
Florence E. Banks, Los Angeles Soap Co., 
the first presiding officer of the group. 


San Diego: The San Diego Wholesale 
Credit Women’s Club held its regular 
monthly dinner-meeting on December 
16th, in the nature and atmosphere of 
Christmas. The event was “our” party 
and members only were in attendance. 
Gifts were exchanged by drawing num- 
bers. In addition to these, every one 
brought canned foods and small packages, 
more than enough to fill a bushel basket, 
plus miscellaneous used clothing which 
were taken to a widow with four daughters 
ranging in ages 6 to 14 years. The 


dinner was topped off with singing Christ- 
mas Carols by every one and the spirit 
of the Holiday Season was with us all 
as we departed for home. 
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CREDIT ASSOCIATIONS 
Affiliated with NACM 


ALABAMA 

+ Birmingham. Alabama Association of 
Credit Men. W. C. Darby, Secy.-Megr. 
1736 1st Ave. (3). 


ARIZONA 
+ Phoenix. Wholesalers’ Credit Associa- 
tion of Arizona. Secy. P. O. Box 3513. 


ARKANSAS 

tLittle Rock. Little Rock Association 
of Credit Men. Mrs. Katherine Mosen- 
thin, Secy. 219 Pyramid Bldg. 221 W. 
2nd St. 5-6451,2. 


CALIFORNIA 

Fresno. Fresno Chapter, Credit Man- 
agers Association of Northern and Cen- 
tral Calif. Edwin W. Stroope, Secy. 
513 Mason Bldg. 1044 Fulton St. (1). 

*#+ Los Angeles. Los Angeles Credit 
Managers Association. A. D. Johnson, 
Secy. 1501-09 W. 8th St. (14). 

*# Oakland. Wholesalers Credit Assn. 
of Oakland. Kenneth C. Bugbee, Secy. 
361 17th St. Oakland 12. Glencourt 
1-7518. 

# Sacramento. Sacramento Chapter, 
Credit Managers Association of North- 
ern and Central Calif. 332 Forum Bldg. 
(14). 3-7428. 

*#+San Diego. San Diego Wholesale 
Credit Men’s Assn. L. Holzman, Secy.- 
Mgr.-Treas. 514 B. St., 508 Orpheum 
Bldg. (1). Franklin 9-8191. 

*#+San Francisco. Credit Managers 
Association of Northern and Central 
Calif. O. H. Walker, Secy.-Mgr. 717 
Market St. (3). Sutter 1-3960. 

Stockton. Stockton Chapter, Credit 
Managers Association of Northern and 
Central Calif. J. D. Campbell, Secy.- 
Mgr. P. O. Box 1048. 9-9081. 
COLORADO 

*#+ Denver. Rocky Mountain Associa- 
tion of Credit Men. J. B. McKelvy, 
Secy.-Mgr. 626-35 Security Life Bldg. 
(2). Tabor 1371. 

CONNECTICUT 

Bridgeport. Bridgeport Association of 
Credit Men. Morton A. Gillette, Secy. 
c/o Geo. E. Nothnagle & Sons, Inc. 1087 
Broad St. (3). 5-1193. 

Hartford. Hartford Association of Credit 
Men. E. J. Westelinck, Secy. c/o The 
Peck, Stow & Wilcox Co. Southington, 
Conn. 274. 

New Haven. New Haven Association of 
Credit Men, Inc. Edward D. McKee, 
Secy. c/o Winchester Repeating Arms 
Co., 275 Winchester Ave. 

Waterbury. Waterbury Association of 
Credit Men. G. Marshall Sangster, Secy. 
c/o Seth Thomas Clocks, Thomaston, 
Conn. 200. 
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LEGEND 


These are the Associations which together 
make up the National Association of Credit 
Men. They are listed by State and City. 
Each listing contains the official name of 
the Association, the name and title of the 
senior staff member, the office address, zone 
number if any, and telephone number. Sym- 
bols preceding city names indicate that the 
Association has 

+ Interchange bureau 
* approved Adjustment bureau 
# approved Collection bureau 


DISTRICT OF COLUMBIA 

*# Washington. Washington Associa- 
tion of Credit Men. J. H. Geiger, Secy.- 
Treas. 815 15th St. N. W. (5). District 
4346. 


FLORIDA 

+ Jacksonville. Jacksonville Association 
of Credit Men, Inc. A. H. Dunlop, Secy.- 
Mer. 400-404 Law Exchange Bldg. P.O. 
Box 1503. 5-5215. 

*#+ Tampa. Tampa Association of 
Credit Men. Duval M. Smith, Secy. 
P. O. Box 2128, Tampa 1. M-2581. 


GEORGIA 

*#+ Atlanta. Georgia Association of 
Credit Men. Mrs. Carmen A. Dobbs, 
Secy. 508-512 Whitehead Bldg. (3). 
Walnut 8325. 


IDAHO 

Lewiston. Lewiston Wholesale Credit 
Assn. Frank Drong, Secy.-Treas. 307 
Breier Bldg. 440. 

ILLINOIS 

*#+ Chicago. Chicago Association of 
Credit Men. James S. Cox, Exec. Mgr. 
Rm. 456, Opera Bldg., 20 N. Wacker 
Drive (6). Andover 3-5080. 

+ Peoria. Peoria Association of Whole- 
sale Credit Men. Miss E. M. Dunn, 
Secy.-Megr. 309 S. Jefferson St. 3-9285, 
3-6534. 

Quincy. Quincy Association of Credit 
Men. W. V. Petry, Secy. c/o Tenk 
Hardware Co. Box 451. Phone 60. 

Springfield. Springfield Association of 
Credit Men. Miss Eda Mueller, Secy. 
c/o Geo. A. Mueller Co. 5757. 
INDIANA 

Evansville. LEvansville Association of 
Credit Men. Victor Ahrens, Secy. 415 
Hulman Bldg. (18). 4-8928, 5-2285. 

# Fort Wayne. Fort Wayne Association 
of Credit Men. Mrs. E. Nord, Secy. 312 
Transfer Bldg. (2). Anthony 5485,6. 


*#+ Indianapolis. Indianapolis Associa- 
tion of Credit Men. Merritt Fields, Exec. 
Mgr. Peoples Bank Bldg. (9). Market 
4444. 

*# South Bend. NACM, St. Joseph 
Valley Chapter. Wesley C. Bender, Secy. 
413 Whitcomb-Keller Bldg. (2). 4-1138. 

Terre Haute. Terre Haute Association 
of Credit Men. Miss Wanita Gilchrist, 
Secy. c/o Mid-Continent Petroleum Co. 
P. O. Box 298. C-2341. 

IOWA 

Burlington. Burlington Association of 
Credit Men. Jesse L. Thomas, Secy.- 
Treas. 614-16 Farmers and Merchants 
Bank Bldg. 188. 

Cedar Rapids. Cedar Rapids Association 
of Credit Men. Milo O. Hanzlik, Secy. 
705 Higley Bldg. 3-3608. 

Davenport. NACM, Quad-city area FF 
419 E. 30th St. Allyn Wiese, Secy.- & 
Treas. 2-3202. 

*#+ Des Moines. NACM, Central Iowa F 
Unit. Don E. Neiman, Secy.-Treas. 700 FF 
Walnut Bldg. (7). 4-5284. : 

*#+ Sioux City. NACM, Interstate Div. 
Harold E. Dye, Secy. P. O. Box 1260. 
5-5655. 

Waterloo. Waterloo Association of 
Credit Men. Craig H. Mosier, Secy. 507 
Commercial Bldg. 4609. 

KANSAS 

*#+ Wichita. Wichita Association of 
Credit Men. M. E. Garrison, Secy.- 
Treas. 502-6 Bitting Bldg. (2). Long 
distance 274, local 3-1257. 

KENTUCKY 

*# Lexington. Lexington Credit Men’s 
Association. George C. Roberts, Sr, 
Secy.-Mgr. 401 Bank of Commerce 
Bldg. 31, 53 & 54. 

*#+ Louisville. Louisville Credit Men’s 
Association. S. J. Schneider, Secy. 320 
W. Main St. (2). Clay 4471. 


LOUISIANA 

*#+ New Orleans. New Orleans Credit 
Men’s Association. F. L. Lozes, Secy.- 
Treas. 1007 Queen & Crescent Bldg., 
Camp St. and Natchez Pl. (12). Mag- 
nolia 1701. 

Shreveport. Shreveport Wholesale Credit 
Men’s Association. John A. B. Smith, 
Secy.-Treas. 212 Ardis Bldg. P. O. Box 
371 (84). 6253. 


MARYLAND 

*#+ Baltimore. Baltimore Association 
of Credit Men. George J. Lochner, Secy.- 
Mer. 403-404, 5 South St. (2). Plaza 
6708. 


MASSACHUSETTS 
*#+ Boston. Boston Credit Men’s Asso- 
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ciation, Rm. 1013, 294 Washington St. 
(11). Liberty 2-2131. (Note: At the 
time of going to press a successor to 
Arthur J. Duggan had not been an- 
nounced. ) 

Springfield. Western Mass. Association 
of Credit Men. Robert Hutton, Secy. 5-6 
Court House Place. 7-3581. 

Worcester. Worcester County Associa- 
tion of Credit Men. Mrs. L. L. Kupchik, 
Secy. 311 Main St. 2-8404. 


MICHIGAN 

*+ Detroit. Detroit Association of Credit 
Men. L. E. Phelan, Secy. 2111 Wood- 
ward Ave. (1). Woodward 2-5390. 

*#+ Grand Rapids. Grand Rapids Asso- 
ciation of Credit Men. Edward De Groot, 
Secy. 602 Assn. of Commerce Bldg. (2). 
9-3371. 

Jackson. Jackson Association of Credit 
Men. Leon H. Aubry, Secy. 2701 Glen- 
dale Rd. 8226. 

Kalamazoo. Credit Association of South- 
western Michigan. Roy T. Kieft, Secy. 
c/o A. M. Todd Co. P. O. Box 711 (99). 
3-2603. 

Lansing. Lansing Association of Credit 
Men. Charles R. Wooton, Secy. P. O. 
Box 1138. 2-1207. 

Muskegon. Muskegon Association of 
Credit Men. Wm. Staples, Secy.-Treas. 
Muskegon Hardware & Supply Co. 605 
W. Western Ave. 

Saginaw. Northeastern Michigan Asso- 
ciation of Credit Men. F. M. Carle, Secy. 
2917 Congress St. 2-6236. 


MINNESOTA 

Duluth. Duluth-Superior District Credit 
Association. E. G. Robie, Secy.-Treas. 
700 Christie Bldg. (2). Melrose 1791,2. 

*#+ Minneapolis. Minneapolis Associa- 
tion of Credit Men. Brace Bennitt, Secy. 
502 Thorpe Bldg. (2). Geneva 8356. 

St. Paul. St. Paul Association of Credit 
Men. T. E. Reynolds, Secy.-Treas. 356 
Cedar St. (1). Cedar 7568. 


MISSOURI 

Cape Girardeau. Cape Girardeau Chap- 
ter, St. Louis ACM. P. J. Spitzmiller, 
Secy. Missourian Printing & Stantionery 
Co. 400. 

Hannibal. Hannibal Chapter, St. Louis 
ACM. T. V. Hilt, Secy. c/o Wendt-Souis 
Co., 10 Collier St. 

Jefferson City. Central Mo. Chapter, St. 
Louis ACM. Fred Rost, Secy. c/o Central 
Mo. Trust Co. 55. 

Joplin. NACM, Joplin Unit. Mrs. Kath- 
rin Scott, Secy. 2612 Windsor. 4561. 

*#+ Kansas City. Kansas City Associa- 
tion of Credit Men. J. N. Ham, Secy. 
1110 Grand Ave. (6). Baltimore 0660. 

St. Joseph. St. Joseph Association of 
Credit Men. C. K. Grant, Secy. c/o 
Quaker Oats Co., 2811 11th St. 

*#+ St. Louis. St. Louis Association of 
Credit Men. A. E. Fisher, Secy.-Treas. 
1204 Paul Brown Bldg (1). Chestnut 
6172. 

Springfield. NACM, Springfield Unit. 
Mrs. Blanche Boswell, Secy. Rt. 5, Box 
56. 3-8803-J. 

MONTANA 

*# Billings. Montana-Wyoming Asso- 
ciation of Credit Men. W. E. Hargraves, 
Secy.-Mgr. P. O. Box 1395. 4148. 


NEBRASKA 
Lincoln. Lincoln Association of Credit 


Firsts Woman Speaker 


Dayton: A woman invaded the male 
domain of the Dayton Association of 
Credit Men for the first time in their 
33 year history as the main speaker of 
the monthly meeting held November 18, 
1948. 

Miss Sybil Lee Gilmore, who is Cor- 
respondent Supervisor for the Standard 
Register Company, spoke on _ business 
correspondence and clerical work. Her 
talk was illustrated with a film sup- 


Men. Mrs. Lois Young, Secy.-Treas. 
c/o Pegler & Co. 247 No. 10th St. (1). 

*#+ Omaha. Omaha Association of 
Credit Men. Gus P. Horn, Exec. Mgr. 
Sunderland Blidg., 15th and Harney Sts. 
(2). Jackson 2480. 
NEW JERSEY 

* Newark. New Jersey Association of 
Credit Executives. W. H. Whitney, 
Exec. Mgr. Rm. 800, 11 Hill St. (2). 
Market 2-7242. 
NEW MEXICO 

+ Albuquerque. Tri-State Association of 


Credit Men. H. V. Vance, Mgr. 242 
Korber Bldg. 6709. 
Santa Fe. Tri-State Association of 


Credit Men. Mrs. Verginia H. Stauffer, 


Secy. c/o Mutual Bldg. & Loan Co. 
1626. 
NEW YORK . 

Albany. Eastern New York Associa- 


tion of Credit Executives. Dana F. Reed, 
Jr., Secy. c/o Personal Finance Co. of 
N. Y. P. O. Box 725 (1). 5-3373. 

Binghamton. Triple Cities Association 
of Credit Men. Mrs. Lucile Mielke, 
Secy., Mielke ABC Service Co. P. O. 
Box 1033: 4-1955. 

+ Buffalo. Credit Men’s Association of 
Western N. Y. Ira D. Johnson, Secy. 
50 Court St. (2). Washington 7018. 

Elmira. N. Y.-Penna. Credit Associa- 
tion. H. C. Ropp, Secy. c/o Credit Bu- 
reau of Elmira, Inc. Merchants Bank 
Bldg. 5248. 
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(Dayton Journal staff photo.) 
Miss Sybil Lee Gilmore looks somewhat alarmed at the experience of being the first woman 
ever to address the Dayton Association of Credit Men. The officers of the Association look 
a little surprised too. 


plied by the Frigidaire Division of the 
General Motors Corporation. 

Recognized as one of the nation’s lead- 
ing authorities on correspondence and 
business letters Miss Gilmore holds 
bachelor and master degrees from the 
Virginia Polytechnic Institute, where she 
later served as instructor in English. 
Since then she has been an instructor 
in business correspondence at Ohio Uni- 
versity and New Mexico Highlands Uni- 
versity, Las Vegas. 


* New York. New York Credit Men’s 


Association. Mortimer J. Davis, Exec. 
Mgr. 354 4th Ave. (10). Lexington 
2-7900. 


#%+ Rochester. Rochester Association of 
Credit Men. Charles J. Briggs, Secy.- 
Mgr. 39 Exchange St. (4). Main 1560. 

*# Syracuse. Syracuse Association of 
Credit Men. Newton D. Bartle, Secy. 
107 University Bldg. (2). 3-3161. 

Utica. Utica Association of Credit Men. 
Irwin Evans, Secy. c/o Credit Bureau 
of Utica, Inc. 8 Elizabeth St. 4-7166. 


NORTH CAROLINA 

Charlotte. Charlotte Association of 
Credit Men. S. E. Callahan, Secy. c/o 
Westinghouse Electric Supply Co. P. O. 
Box 1030. 


NORTH DAKOTA 

Fargo. Fargo-Moorhead Association of 
Credit Men. Arthur A. Berg, Secy. c/o 
Myhra Equipment Co. P. O. Box 1674. 

Grand Forks. Grand Forks Association 
of Credit Men. Oscar A. Odegaard, 
Secy. c/o Armour & Co. 
OHIO 

Akron. Akron Association of Credit 
Men. A. C. Mayer, Secy. c/o Standard 
Oil Co. P. O. Box 390. JE 4144. 

Canton. Canton Association of Credit 
Men. Julius F. Miller, Secy. c/o Paper 
Products Corp. (1). 5-0317. 

*#+ Cincinnati. Cincinnati Association 
of Credit Men. H. W. Voss, Secy. 722-5 
Temple Bar Bldg. (2). Cherry 3841. 
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*#+ Cleveland. Cleveland Association 
of Credit Men. K. S. Thomson, Exec. 
Secy. 410 Leader Bldg. (14). Main 3471. 

Columbus. Columbus Credit Associa- 
tion. A. M. Sutherland, Secy. c/o Mills 
Mutuals, 22 E. Gay St. (15). Adams 
8233. 

*# Dayton. Dayton Association of Credit 
Men. C. L. Fryman, Secy. 410 W. Ist 
St. (2). Fulton 6124. 

Mansfield. NACM, North Central Ohio 
Div., Inc. E. J. Osborne, Secy.-Treas. 
c/o Westinghouse Electric Corp. 246 E. 
4th St. 

} Toledo. Toledo Association of Credit 
Men. G. E. Lawrence, Secy.-Mgr. 246 
Spitzer Bldg. (4). Main 7293. 

Youngstown. Youngstown Association 
of Credit Men. Carl M. Wolter, Secy. 
Rm. 203, Schween-Wagner Bldg. (3). 
6-1828. 


OKLAHOMA 

*+ Oklahoma City. Oklahoma Wholesale 
Credit Men’s Association. J. M. Cole, 
Secy-Mgr. 607 Tradesmen’s National 
Bank Bldg. 3-1343. 

Tulsa. Tulsa Wholesale Credit Man- 
agers’ Association. M. C. Roberts, Secy. 
Tidewater Associated Oil Co., P. O. Box 
731. (2). 


OREGON 

*#+ Portland. Portland Association of 
Credit Men. E. W. Johnson, Exec. V.-P. 
and Gen. Mgr. Allan C. Hopkins, Secy. 
337 Pittock Block (5). Broadway 0541. 


PENNSYLVANIA 

Allentown. Lehigh Valley-Berks Credit 
Association, Inc. J. H. J. Reinhard, 
Secy.-Mgr. 302-3 Hunsicker Bldg. 9879. 

Erie. Credit Managers’ Association of 
Erie. Philip Kuntz, Secy. c/o Erie Win- 
dow Glass Co. 13th and State Sts. 
22-263. 

Johnstown. Credit Association of West- 
ern Pa. Miss Eva McCaffrey, Mgr. 634 
Swank Bldg. 

Philadelphia. Credit Men’s Association 
of Eastern Pa. J. Stanley Thomas, Secy. 
703 Bailey Bldg. 1218 Chestnut St. (7). 
Pennypacker 5-4811. 

*#+ Pittsburgh. Credit Association of 
Western Pa. H. M. Oliver, Secy. and 
Exec. Mgr. 701 Commonwealth Annex 
(22). Atlantic 6822. 


RHODE ISLAND 

*# Providence. Rhode Island Associa- 
tion of Credit Men. H. T. Farrell, Exec. 
Secy. 87 Weybosset St. (3). Gaspee 
9132,3. 


SOUTH DAKOTA 

Sioux Falls. Sioux Falls Association of 
Credit Men. Miss Opal Rogness, Secy. 
c/o Crescent Electric Supply Co. 417 
North Phillips Ave. 650. 


TENNESSEE 

*#+ Chattanooga. Chattanooga Associa- 
tion of Credit Men. G. Royal Neese, 
Secy. 1124 Hamilton National Bank 
Bldg. (2). 6-2428, 6-3033. 

+ Knoxville. Knoxville Association of 
Credit Men. W. A. DeGroat, Secy.-Mgr. 
203 Fidelity-Bankers Trust Bldg. P. O. 
Box 2188 (1). 3-2213. 

*#+ Memphis. Memphis Association of 
Credit Men. J. H. Bryan, Secy.-Megr. 
802 McCall Bldg. (1). 8-2155. 
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IT Is INTERESTING to determine by comparison just how much $1,000,000,- 


000 really is. 


By placing dollar bills on top of each other, you would create a billion 
dollars when the pile reached a height of 60 miles. 

If all the silver coins in the pockets of U. S. citizens were added to the 
silver coins in the banks and those in general circulation you would still not 


possess a billion dollars. 


Of the 15,000 nationally known corporations only 45 have assets of a 


billion dollars or more. 


TEXAS 

*# + Amarillo. Tri-State Association of 
Credit Men. Scott B. Ormsby, Secy. 
P. O. Box 1820. 9816,7. 

Austin. Austin Wholesale Credit Men’s 
Association. H. C. Barnhart, Secy.-Mgr. 
P. O. Box 1016. 2-7271. 

*#7 Dallas. Dallas Wholesale Credit 
Managers’ Association. Paul A. Kerin, 
Secy. Thomas Bldg. (1). Central 6273. 

*#7El Paso. Tri-State Association of 
Credit Men. J. L. Vance, Secy.-Mgr. 
418 Martin Bldg. 2-4645. 

Fort Worth. Fort Worth Association of 
Credit Men. J. H. Murphy, Secy. 2301 
Westbrook (11). 8-8377. 

} Houston. Houston Association of 
Credit Men, Inc. R. E. Boeger, Secy.- 
Mgr. 919 M & M Bldg. (2). Atwood 
8-6641. 

San Antonio. San Antonio Wholesale 
Credit Men’s Association. James Cald- 
well, Secy.-Mgr. 518% W. Market (5). 
Cathedral 7106,7. 

Waco. Waco Wholesale Credit Men’s 
Association, Inc. O. B. Lusk, Jr., Secy.- 
Treas. c/o Clifton Mfg. Co. P. O. Box 
2029. 1700. 


UTAH 

*#+ Salt Lake City. Intermountain As- 
sociation of Credit Men. D. K. Porter, 
Secy.-Mgr. P. O. Box 866, Unit #10 
(1). 4-6457. 

VIRGINIA 

Bristol. Appalachian Association of 
Credit Men. G. D. Helms, Secy. P. O. 
Box 333, Bristol Va.-Tenn. 1169. 

Norfolk. Norfolk-Tidewater Associa- 
tion of Credit Men. Charles R. Field, 
Secy. c/o Norfolk Newspapers, Inc. 150 
W. Brambleton Ave. 5-1431. 

*#+ Richmond. Richmond Association 
of Credit Men. Harry Boswell, Secy. 
P. O. Box 1178 (9). 2-0111. 

Roanoke. Roanoke Association of Credit 
Men. C. H. Hearing, Mgr. P. O. Box 
2045. 2-3137. 


WASHINGTON 

Bellingham. Bellingham Association of 
Credit Men. W. F. Fisher, Secy.-Megr. 
520 Bellingham National Bank Bldg. 
702. 

*#+ Seattle. Seattle Association of 
Credit Men. C. P. King, Secy.-Mgr. 
6th Floor, Marion Bldg. (4). Seneca 
2400. 

Spokane. Spokane Merchants Associa- 
tion. C. O. Bergan, Secy. 805 Realty 
Bldg. (8). Main 1377. 

*# Tacoma. Tacoma Association of 
Credit Men. M. J. Davies, Secy-Mgr. 
P. O. Box 1346 (1). Main 2151. 


—Goodall News 


WEST VIRGINIA 

Charleston. Charleston Association of 
Credit Men. Ralph H. Smith, Secy. 
P. O. Box 926 (23). Capitol 3-4525. 

+ Clarksburg. Central W. Va. Credit 
and Adjustment Bureau. U. R. Hoffman, 
Secy. and Mgr. 408-9 Union National 
Bank Bldg. 1622. 

+ Huntington. Tri-State Association of 
Credit Men. C. C. Harrold, Secy.-Treas. 
and Mgr. Box 1120 (14). 6084. 

Parkersburg. Parkersburg-Marietta As- 
sociation of Credit Men. A. C. Bueter, 
Secy. c/o Monongahela Power Co. 810 
Market St. 7-6421. 

+ Wheeling. Wheeling Association of 
Credit Men. C. E. Smith, Secy.-Mgr. 
620 Central Union Bldg. 1732,3. 


WISCONSIN 


*#+ Green Bay. Northern Wisconsin- 
Michigan Association of Credit Men. 
R. C. Creviston, Secy-Mgr. 605 Bellin 
Bldg. Adams 256. 

*#+ Milwaukee. Milwaukee Association 
of Credit Men. H. S. Garness, Secy.- 
Mgr. 646 Milwaukee Gas Light Co. 
Bldg. (2). Daly 8-6062. 

Oshkosh. Central Wisconsin Associa- 
tion of Credit Men. Charles D. Breon, 
Secy. 305 Ist National Bank Bldg. 
Stanley 154. 


TERRITORY OF HAWAII 


Honolulu. Honolulu Association of 
Credit Men. A. A. Smith, Secy. c/o 
Credit Bureau of Hawaii. P. O. Box 174 
(10). 

@ 


Boston: The December meeting of the 
Credit Women’s Club of Boston was 
held Thursday evening, December 16th, 
at the Pioneer Hotel. Thirty-five mem- 
bers and guests attended. 

Mr. Willi Apel, talented musician and 
well known lecturer, author and com- 
poser, entertained at the piano with 
several musical selections. 

In keeping with the Christmas spirit, 
members brought gifts to be sent to 
old folks in a Boston home. 


Omaha: The Omaha Credit Women 
held their annual Christmas Party on 
Thursday, December 9. Christmas carols 
were sung and Santa Claus distributed 
many gifts to the 23 members present. 

The group decided during the meet- 
ing to continue its annual project of 
giving a Christmas party for the 65 
day nursery children at Central School. 
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